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Only One Dividend Cut 


O 


NLY one of the stocks recommended by the Investment Man- 
agement Service during the past year has cut a dividend. 


None have omitted payment. Several have declared extras. Some 
have increased the dividend. Not a single bond has defaulted. 


This is a really remarkable record when you 
consider the hundreds of stocks and bonds on 
which dividends have been cut or passed, or 
the interest defaulted. It represents definite 
evidence, you will agree, of our ability to 
select for our clients those securities which are 
currently in the best investment position. 


And the accuracy of our market predictions 
is also attested by our record of preventing 
severe losses and, in some cases, developing 
profits during the past year. This we have 
been able to do, despite a 33 1/3% decline in 
the general averages, by selecting only the most 
stable securities, placing proper emphasis on 
preferred stocks and bonds, and strongly 
recommending the maintenance of a liquid 
reserve. 


Compare this picture with your own investment 
record for the past year—and by this compari- 
son, determine whether you need our counsel. 
We believe that the coming year will bring 
more favorable market conditions and that we 


THE INVESTMENT 
MANAGEMENT SERVICE 


A Division of 
The Magazine of Wall Street 


FORTY-TWO BROADWAY NEW YORK, N. Y. 


will therefore be able to guide our subscribers 
in taking a long step on the road to the re- 
covery of losses incurred before they retained 
our counsel. But in any case, this servi¢e has 
satisfactorily passed the hardest test which any 
service can face—it has proved its worth in a 


bear market. 


With the Fall approaching, and the develop- 
ment of a definite trend in the market prac- 
tically assured, it is important that every in- 
vestor take steps to anticipate this trend for 
his own advantage. We therefore suggest that 
you send us a list of your present security hold- 
ings so that we may outline the specific appli- 
cation of our counsel in your case and advise 
you regarding the cost of our guidance. The 
Investment Management Service renders a 
personalized form of counsel, designed to 
assist you in the handling of your present 

holdings, and you require no liquid capital in 
order to derive full advantage from this 


service. 


8/22/81 
Investment Management Service 
42 Broadway New York, N. Y. 
Gentlemen: q 
I am enclosing herewith my list of holdings. Kindly study this 
list and tell me, by mail, how your service would help me selve my 


P Also send me your booklet and the minimum 
cost of service on my account. This places me under no obligation. 





Address 
City and State 


My present investment capital, in addition to the 
securities listed, is approximately $ 
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Necessary 
Business Economics 
for Successful 
Investment 


by Oliver C. Cameron 


EVERY successful investor and 
trader consciously or sub- 
consciously uses the fundamental 
principles which are so clearly 
described in this important book. 
It sets forth the significance of 
supply and demand, under-pro- 
duction and over-production, the 
effect of good and bad crops, the 
ebb and flow of credit, and simi- 
lar factors which should help you 
to recognize the signs and take 
advantage of the trend to your 
material benefit. 


174 Pages. Illustrated with graphs 
and charts, replete with examples 
and suggestions. Richly bound in 
dark blue flexible imitation Mo- 
rocco, lettered in impressed gold. 


PARTIAL CONTENTS 


Economics the Science of Busi- 
ness—The Corporation’s Posi- 
tion.—Distribution and Exchange. 
—How Prices are Controlled.— 
The Most Important Element in 
Price-Making.—Various Types of 
Market. — Farmer, Merchant, 
Speculator—Principles of 
Money.—Credit and Banking.— 
Federal Reserve System.—Busi- 
ness and Stock Market Cycles.— 
Corporation Profits During Busi- 
ness Recovery.—Business Barom- 
eters and Trade Indicators.— 
Charts No Substitute for Judg- 
ment.—Types of Charts——Con- 
struction of Charts.—Assigning 
Values to the Scale-—Sources of 
Data. 


$1.00 Postpaid 


Only a Limited Quantity Available 
at This Special Price 


Aug. 22-A 


The Magazine of Wall Street 
42 Broadway, New York, N. Y. 


Enclosed is $1.00. Please send me a copy 
| of “N, Ro«ci Rr, 2, for Suc-e 
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cessful Investment.” 


City and State 


| O Please send me without obligation your 
descriptive book circular. 


Right at the nation’s elbow 


The American public looks on 
the telephone as almost standard 
equipment for office desks. In 
the home, “telephones wherever 
needed” is the modern idea. And 
away from business and residence, 
people have learned to depend on 
the ever handy public telephones. 

In making service so easily 
available the Bell System has 
increased telephone use and di- 
versified its sources of revenuc. 


Bell System investors know that 
behind their securities is a pro- 
gressive concern, selling an es- 
sential service. They know that 
regular dividends have been paid 
for 50 years. 

The System’s surplus, its 
margin of safety, is invested in 
telephone property for the pro- 
tection of the service. 

May we send you a copy of our 
booklet, “Some Financial Facts’? 


BELL TELEPHONE 
SECURITIES CO. Ine. 


195 Breadway, New York City 
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ALL available 


Earnings Reports for First Half-Year 


are included in the 


August “Adjustable Stock Ratings’ 


Special comment on each company considers earnings pros- 
pect. Data essential to Investors in judging investment prospects. 


The MaGaZzInE OF WALL STREET’S Monthly “Adjustable Stock Ratings” keeps you 
posted on current developments and investment outlook for every New York 
Stock Exchange Security, important Curb Market Securities and Bank and Insur- 


ance Stocks. 
Our monthly “Adjustable Stock Ratings” will be of inestimable help to all subscribers to THE 
MAGAZINE OF WALL STREET in keeping up-to-date on all securities in which they may be inter- 
ested and in checking changes in the outlook for securities previously purchased. 
Now, more than ever with business turning the corner, you will want the guidance of THE 
MAGAZINE OF WALL STREET supplemented by our “Adjustable Stock Ratings” so that you 
can— 

—Avoid companies not likely to recover. 

—See at a glance any danger signals on previous purchases. 

—Know what industries are progressing—which are declining. 

—Know what companies offer the soundest profit possibilities. 

—dHave all the essential facts all the time. 


Original Methods 


Our Ratings show both the outlook for the industry and the 
position of the security in that industry, whether good or bad, 
enabling you at all times to have the. expert advice of our experi- 
enced business and security analysts. Before buying or selling 


any security consult these ratings. Business conditions naturally 
change and our ratings for any particular stock may change at 
any time. Investors should check our ratings each month to see 
if a change has taken place in the outlook for their holdings. 

Our Comments are changed frequently, keeping you up-to-the- 
minute on new developments likely to affect prices. 

Our Conclusions are based on intensive analyses of the com- 
bined fundamentals for each security—plus the current technical 
position and future outlook for the general market. 


Special Advantages 


—Handy Pocket Size. 

—For your convenience in quickly locating any Company, all the 
stocks, whether New York Stock Exchange or Curb, are ar- 
ranged in one alphabetical list, marked with an “N” or “C.” 

—Numbered lines and special division markers enable you to 
get all the essential data at a glance. 

—The Industry the Security represents—and other special indus- 
trial activities are shown, as these are of prime importance in 
judging the future of a company. 

Statistical Data:—You will find the important statistics so 
essential in judging and keeping track of your company—earn- 
ings—price range—dividend information—funded debt—shares 
outstanding—ticker symbols, and latest interim earnings available. 


Assembled in concise form, this booklet gives you—at a glance—information absolutely neces- 


sary to every investor. 


These “Adjustable Stock Ratings,” in combination with THE MAGa- 


ZINE OF WALL STREET, make an unequalled investment service that should enable you to keep 
your funds profitably placed in sound issues at all times. 


Special Combination Offer 
The Magazine of Wall Street—Rating Book 


For a limited time we offer THE MAGAZINE oF WALL Strest for one year, including full consultation privileges of our Personal 


Service Department, (regular price $7.50) and the Monthly “Adjustable Stock Ratings” one year 
If you are a subscriber now, the expiration date of your current subscription will be extended accordingly. 


Mail This Coupon Today -——————————-—-——------—- 


$9.00. 


The Magazine of Wall Street 
42 Broadway, New York, N. Y. 


Enclosed is my check for $9.00. 


of the Monthly “Adjustable Stock Ratings.” 
Name 


(regular price $2.50)—all for 


Aug. 22, R. B. 1931 


(Enter) (Extend) my subscription to The Magazine of Wall Street for one year (26 
issues) including full consultation privileges of your Personal Service Department and also send me the next 12 issues 
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worth of bonds owned in this 

country have defaulted during the 
frst half of 1931. On this basis the 
full year’s defaults of interest or prin- 
cipal probably will involve consider- 
ably more than $1,000,000,000 of 
bonds. Such figures are startling and 
appalling. They are the kind of fig- 
ures we usually associate with “blue 
sky” stock swindles and promotions 
rather than with bonds. 

To the average man or woman, un- 
skilled in the technology of finance, the 
very word “bond” connotes investment 
safety. In some respects it is most un- 
fortunate that this should be so. Safety 
isa relative term. It is something that 
most of us scrutinize with all too care- 
less optimism. How few things are 
safe in the absolute sense! Change is 
the one constant of life. ‘Today is not 
like yesterday and tomorrow will be 
still different. Those who invest money 
they cannot afford to lose would do 
well to hang upon their walls in large 
letters the reminder: “Nothing is cer- 
tain but death and taxes.” 


[’ is estimated that $600,000,000 





















The Wise Man Finds Out 


It is because taxes are certain that 
bonds of the United States Govern- 
ment and of leading states and munici- 
palities represent the maximum invest- 
ment safety, constituting, as they do, a 
first mortgage upon the earning power 
and wealth of the people. This is not 
to say that adequate safety cannot be 
had in a variety of other securities, but 
it is a good rule to approach this ques- 
tion of safety from the top rather than 
from the bottom. One should not ask, 
“How far am I from obvious danger?” 
but “How far am I from certain 
safety?” 

In the long run there is no com- 
pletely satisfactory substitute for in- 
dividual judgment. Laws can never 
entirely save the ignorant or the rash 
from their folly. The suggestion has 
been made—this being a time for criti- 
cal appraisal of all existing institutions 
—that ail underwriting houses uncon- 
ditionally guarantee such bonds as they 
issue for public sale. If banking firms 
risked their own capital and even 
bankruptcy in this manner it is certain 
that the quality of bonds offered by 








them would improve. But the sugges- 
tion is scarcely practical. It would im- 
pose a heavy penalty of cost for assur- 
ance of safety and would choke off 
much worth while financing. 

The greatest safeguard is the essen- 
tial fact that a banking firm’s most pre- 
cious asset is the confidence and good 
will of the public. The risk of impair- 
ing this asset far outweighs the profit 
on a doubtful issue of bonds. Even so, 
we are far from attaining a basis of 
underwriting perfection. All too often 
the real motive is not to meet a genuine 
demand for financing but to create 
such a demand in order that under- 
writing commissions may be garnered. 
Certainly few bankers would put 
their own funds in many of the for- 
eign bonds marketed here in recent 
years. 

No one need be ashamed of ignor- 
ance as to the merit of any security. 
The first step toward wisdom is admis- 
sion of doubt. The wise man does not 
have to know. He finds out. The best 
advice comes from one who has noth- 
ing to sell. 
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In the Next Issue 


Making Profits in the Face of Depression 


Manufacturing and Merchandising Companies Show Signs of Successful 
Readjustment as Basic Industrial Lag. 


By LAURENCE STERN 


This article will be accompanied by analyses of specific companies that have successfully turned the corner 
and whose earnings hold promise for their future. 





Can Wages Be Maintained? 


A debate on this vital question between members of THE MAGAZINE OF WALL STREET Staff. 





The Problem of Bond Investing 
Covering the Situation and Outlook for foreign issues, railroad bonds and leading industrials— 
specific advice on holdings and new purchases. 


By Francis C. FULLERTON, 
assisted by experts in each field 
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GENERAL FOODS ANNOUNCES A NEW 


RESEARCH ACHIEVEMENT.. 


VITA-FRESH 
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VITA- FRESH 
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ViITA-FRESH, the latest research 
achievement of General Foods, is 
a complete solution to the problem 
of coffee freshness. It has already 
been applied to Maxwell House 
Coffee, one of General Foods’ 20 
nationally advertised products. 

Coffee deteriorates on contact 
with air. The delicate, volatile fla- 
vors escape, thereby causing loss 
of freshness. Oxygen combines 
with oils left in the coffee, thereby 
causing staleness. The best vacuum 
packing now in commercial use re- 
moves 90% of the air. Vita-Fresh 
removes more than 99% of the air 
and, for practical purposes, creates 
a complete and perfect vacuum. 
The importance of this advance 


leaves in the can enough oxygen 
to cause some deterioration of the 
contents. Vita-Fresh seals coffee’s 
fragrance so perfectly that even 
expert coffee tasters cannot tell the 
difference between coffee that has 
stood for months in Vita-Fresh 
cans and coffee fresh from the 
roaster. 

Probability that the new process 
may be made available to other 
packers is disclosed in the an- 
nouncement that the American 
Can Company has been authorized 
to grant the use of it to other 
coffee roasters. 

“The Story of Vita-Fresh,” a 
booklet which should be of in- 
terest to both housewife and busi- 





is shown from the fact that 





even a 90% removal of air 


ness man, will be sent to you 
free upon request. 


GENERAL FOODS 


DEPARTMENT 6-T 250 PARK AVENUE 


NEW YORK CITY 


Maxwell House Coffee, Log Cabin Syrup, Jell-O, Certo, Post’s Bran Flakes, 

Minute Tapioca, Postum, Hellmann’s Mayonnaise Products, Walter Baker’s 

Chocolate and Cocoa, Franklin Baker’s Coconut, Calumet Baking Powder, 

Grape-Nuts, Sanka Coffee, Swans Down Cake Flour, Post Toasties, La France, 
Satina, Diamond Crystal Salt, Whole Bran. 

















“Financial 
Independence 


at Fifty” 


BOOK which outlines 

successful plans for in- 
vestment and_ semi-investment 
through which you may become 
financially independent without 
taking chances or depending 
upon luck. Shows how to budget 
your income; to finance a home; 
and the kind of insurance most 
profitable. It will tell you how 
to save and still get the most out 
of life as you go along. 


231 pages. Illustrated with tables 
and charts, replete with examples 
and suggestions. Richly bound in 
imitation Morocco, dark blue flex- 
ible fabrikoid, lettered in im- 
pressed gold. 


PARTIAL CONTENTS 


Two Plans Suggested for Initial 
Accumulation. — The Preferred 
Stocks.—Judging a Good Bond. 
—The Six Ages of Investment.— 
In - and - Out - of - Season Invest- 
ments.—Insurance for Assurance. 
—The Expectation of Life— 
Women’s Sphere in Investments. 
—The Professions and Their In- 
vestments.—The Case of the 
Cautious Investor.— Assuming 
the Risk Involved—Group Invest- 
ment.—The Six Per Cent Bridge. 
—Plans for a Young Capitalist.— 
The Investor as a Scientific Bor- 
rower and Valued Customer.— 
The Answer to the Engineer of 
His Own Fortune.—Budgets and 
Savings Systems.—How to Create 
an Income Worth “Budgeting.” 


$1.00 Postpaid 


Only a Limited Quantity Avail- 
able at This Special Price. 


Aug. 22-B 
The Magazine of Wall Street 
42 Broadway, New York, N. Y. 


Enclosed is $1.00. Please send me @ 
copy of “Financial Independence at Fifty.” 


OC Please send me without obliga- 
tion your descriptive book circular. 
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Save Us From the Farin Board!—No Doles—For Those of 
Little Faith—At the Other Extreme—Will O’ the Wisp 
Mechanization—Deflation: of Expansion—The Market Prospect 


SAVE US FROM HE American farmer 
THE FARM BOARD! fi needs nothing so 

much as to be' saved 
from the Farm Board. With ever-increasing clearness 
the Government’s entry into the cotton and wheat 
business reveals itself as a stupendous folly. Surely the 
farmer can no longer entertain any illusions as to the 
kind of “help” which has been given him! Ata cost 
of hundreds of millions, it has been proven that the 
Farm Board can no more control the price of cotton 
and wheat than it can stem the tides of the ocean or 
blanket the rays of the sun. The farmer knows this; 
the business man knows it; Wall Street knows it. 
Only Washington seems incapable of grasping the 
facts. Is there to be no end to folly? The essential 
problem is one of accumulated surpluses. These not 
only press inexorably upon prices but steadily eat up 
their own values in storage costs. The way out—and 
the only way out—is to dispose of the surpluses. As 
suggested by this publication, they can be sold to new 
markets on long-term credits. Meanwhile values ap- 
proach the vanishing point while we quibble. Noth- 
ing could be more ridiculous than the latest Farm 
Board “remedy”—the suggestion that farmers plow 


under every third row of growing ‘cotton, thus destroy- 
ing a potential yield of 4,000,000 bales. If this is eco- 
nomic wisdom, it would be better and of far more 
market effect to take the Farm Board’s holdings of 
1,300,000 bales of cotton from last year’s crop and 
dump it into the sea. 


——, 


NO E are told that President Hoover 
DOLES is working out a plan for dealing 


with unemployment as a national 
emergency; a plan which will co-ordinate federal, state 
local and private relief agencies. But he declares that 
there will be no national government “doles.” As to 
the word, we agree with him, whether applied 
nationally or locally. “Dole” suggests a sort of stingy 
charity. Unemployment relief is not ordinary charity, 
it is merely justice. The deserving unemployed are 
a part of the vast organization that has piled up so 
much wealth that we do not know how to distribute 
it among those who made it. Relief enterprises are 
merely an expedient way of giving them what they 
are entitled to. Private “charity” is probably not equal 
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to the task, and it is never able to levy its assessments 
in equitable proportion to wealth and capacity to give. 
Unquestionably states and municipalities must and 
should apply public funds. It may be that only 
through the federal agency can the social burden be 
justly apportioned, but the problem, under our form 
of government, is essentially one for local governments. 
The government, at Washington is already weighed 
down with functions and responsibilities that do not 
belong to it. Charity begins at home and is best ad- 
ministered at home. Only in case of complete and 
notorious failure of local governments to do their duty 
to their people—and perhaps not even then—should 
the gates of the national treasury be opened. Behind 
all national government relief measures lurks the 
specter of state socialism, always productive of greater 
evils than those it seeks to remedy. 


= 


VELERS between New 
York and Washington may 
observe a superb demon- 
stration of a great corporation’s faith in the future. 
Although the sidetracks are jammed with idle freight 
cars work is rapidly progressing on the 175-million 
dollar electrification of the Pennsylvania Railroad be- 
tween those cities. Out on the Pacific Coast the Great 
Northern is completing a 200-mile new line in Oregon 
and California to give it entrance to San Francisco in 
connection with the Western Pacific. Three great 
American-built steamers are being added to the Dollar 
Line. On August 11 work began at Kearny, N. J., 
on three new ships for the Panama Mail Line which 
will give employment to two or three thousand men 
for the next two years. If one were to pick out the 
deadest industries in the list today he would choose 
railroads and shipping, but here are hundreds of mil- 
lions of dollars being spent on faith in the future, in 
confidence that the sun of prosperity is shining be- 
hind the heavy clouds of the present gloom! 


FOR THOSE OF 
LITTLE FAITH 


—_, 


OTHER EXTREME putting their surplus 
funds into savings banks. 

Doubtless, many of those very corporations were pour- 
ing their money into brokers’ loans two years ago and 
helping to inflate the speculative boom to the bursting 
oint. The savings department of the Post-Office 
rdly knows what to do with the vast sums of money 
that are being deposited with it. Old-fashioned hoard- 
ing of currency is going on at a great rate. Real de- 
posits in commercial banks are falling off. The nation 
that was but a short time ago spending its money 
like the proverbial drunken sailor is now guarding it 
with miserly care. We blew up because we were im- 
provident and now we waste away because we prefer 
money to the satisfactions and enjoyments of life. Ex- 
travagance brought on hard times and frugality pro- 
longs them. Th: mob impulse instead of reason ruled 
in profligacy and now rules in avarice. There is this 


AT THE or corporations are 


consolation, though, that emotions are less constant 
than judgments. Satiety gives place to hunger in a 
short time. What the crowd worships today it spurns 
tomorrow. The prevalent parsimony will not endure 
for long. The fearful savers of today will be the 
generous spenders of tomorrow. 


— 


EEPING up with 
the Joneses,” is as 
much of a folly in 

industrial as in social life. Perhaps it has a lot to do 

with unemployment. It would be edifying to know 
just how much a lot of our mechanization has con- 


WILL O’ THE WISP 66 
MECHANIZATION 


: tributed to reduction of production costs. Perhaps if 


there had been more figuring on that item there would 
have been less of a tendency for plants to put in new 
machines because their competitors were doing so. We 
suspect that there are many wonderful machines in 
America that have added as much as overhead costs 
as they have saved in labor—overhead costs that go on 
even when the plant is shut down. Let us assume such 
a case. The machine has reduced employment. It 
has also reduced dividends because of the money that 
went into its purchase and because of the added 
amount that must be carried to surplus to take care of 
interest charges. The general result is a reduction of 
purchasing power of both workmen and shareholders. 
The plant may be producing as much or even more 
than before the installation of the new plant but it is 
contributing less to the pool of mobile funds from 
which in the end its products must be purchased. In- 
stead of progress this machine represents regress. For 
all we know American industry may be littered up 
with mechanical “improvements” that are really busi- 
ness and social evils. 


———, 


DEFLATION OF 
EXPANSION is not always through ex- 
pansion. While some com- 
panies, notably in the steel industry, are now taking 
advantage of low prices to build capacity for the 
future, others are finding it worth while to cut away 
some of the additions of 1929 which have: proved more 
burdensome than remunerative. This is true of some 
of the chain store enterprises. One of the foremost 
grocery chains has eliminated scores of stores and con- 
centrated on developing the business of the rest. The 
result is a gain in gross, a saving in costs and a startling 
improvement in profits. 


Te road to corporate profit 


——, 


UR most recent investment 
advice will be found in the 
discussion of the prospective 

trend of the market on page 570. The counsel em- 

bodied in this feature should be considered in connec- 
tion with all investment suggestions elsewhere in this 

issue. Monday, August 17, 1931. 


THE MARKET 
PROSPECT 
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line to a new low record may be regarded as a 
logical consequence of the unusual demand for, 
and relative scarcity of, absolutely gilt-edged and 
liquid credit instruments, which now constitute the 
only form of investment that is acceptable to our large 
metropolitan financial institutions. Some reasons for 
such a precautionary policy may be gleaned from the 
prolonged, though gradually receding, epidemic of 
small bank failures, and the consequent steady growth 
in the volume of cash that is being sequestered in the 
family stocking and in safe deposit boxes. Thanks, 
however, to the elasticity of our currency system it 
has been possible to withdraw thus from active circula- 
tion a sum of money which is now estimated at more 
than 800 millions without causing even a mild flurry in 
interest rates. With a gradual revival in public con- 
fidence, the return of these hoarded millions to the 
banks should serve the useful purpose, moreover, of 
perpetuating a low level of interest rates long after 
business has. turned upward. 
In view of the continued steadiness in our New 
Orders graph, it is not surprising to find little change 
during the past fortnight in the physical volume of 


Ti further drop in our Cost of Business Credit 






















production and trade. There is now little disposition 
to produce for stock, and no great improvement in 
general conditions can be looked for until the country’s 
basic industries are aroused by mounting demand for 


their products. Minor fluctuations in our Business 
Activity curve at this season of the year arise mostly 
from irregularities in the timing of vacation shut- 
downs, and so: possess little barometric significance. 
Obscurative influences of this character will be out of 
the way within a few weeks, however, and it will then 
be possible to gain a clearer picture of the fall outlook. 
If business is holding back for a solution of the wage 
problem, prospects for an early recovery are not very 
rosy; for neither of the two leading political parties 
is likely to face this embarrassing issue squarely, prior 
to the 1932 elections. 

Some encouragement may be derived from the refusal 
of our Stock Price Index to follow the rails in their 
recent break through the June low point. It is some- 
what suggestive of favorable developments in the mak- 
ing that the general run of industrial stocks has merely 
turned dull upon poor domestic news; but rallied fit- 
fully with the improvement in European financial 
affairs. 
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The Necessities of War and the Subsequent Inflation Practically Rebuilt German Factories 


Why Germany’s Distress Affects 
the World 


All Nations Are Tied in by Reparations Payments 
and the Unwise Financing That Has Resulted 


By Tueopore M. Knapren 


population and only about 12 per cent of the vol- 

ume of international trade. And yet the financial 
distress of that country has unsettled the whole world. 
How does it happen that Germany is so much worse off 
than the other great industrial nations, sad as is their 
state, and how does it happen that Germany's domestic 
disturbance has been so sharply reflected throughout the 
world? 

More Unstable But Also More Important 


(5 revulacc has hardly 3 per cent of the world’s 


We have the general and trite answer, of course, that 
the business of the modern world has so overflowed in- 
ternational borders that every great nation has become an 
essential part of the complex and delicate machinery of 
business in every other nation. It does not require the 
breakdown of a dynamo to throw an electric system out 
of service. A displaced cotter pin may cause as much 
trouble as a broken piston shaft. There is the more par- 
ticular answer that the Treaty of Versailles, and more 


especially, the reparations determinations, resulted in mak- 


ing Germany's part of the mechanism of world trade both 
more unstable but at the same time more important and 
more closely linked to the trade of other nations. In other 
words, the penalties imposed upon Germany have made it 
harder than formezly for her to keep her domestic house 
in order and have multiplied the effects of German disorder 
upon the world. 

Let us review the steps, the downward steps, by which 
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Germany has arrived at the position which has made her 
condition the concern of the world. 

1. The reparations payments have to be paid out of the 
proceeds of German industry. That means an abnormally 
heavy taxation. Which means in turn that German in- 
dustry must become even more efficient than formerly, 
with implications of low wages, long hours of toil, lowered 
living standards and the menace of social revolution. 

2. After the money to meet the reparations payments 
has been accumulated in the treasury there arises annually 
the problem of how to get it into the hands of the foreign 


’ ereditors in acceptable form. German money is of no use 


to them. France will not accept German marks any more 
than we would accept French francs. Consequently Ger- 
many must create trade credit balances abroad which can 
be converted into currency forms acceptable to the creditor 
nations, and services, unless she has a perpetual home 
supply of domestic gold, such as the Rand mines. 


What Is the Transfer Problem? 


The problem of the transfer of the reparation funds 
after they are raised in Germany to her creditors abroad 
is obvious to economists and international traders and 
bankers, but it is difficult for others to understand it. They 
recall that France promptly paid Germany a war indemnity 
of one billion dollars after the war of 1870-71, and they 
ask why if Germany can put aside 400 million dollars each 
year there should be any trouble in shipping it to France, 
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| payments in goods, 





England and other creditors. If Germany had this money 
in gold it would be nothing but a task of safely transport- 
ing the bullion to the creditors. 

Germany has no gold beyond the requirements of her 
currency and credit systems—and not enough for them at 
present. She has only paper marks available in such a 
huge quantity as 400 million dollars annually. Paper 
marks are valueless, useless, abroad except as they are sus- 
ceptible of conversion into gold. Which means of course 
that they would have to go back to Germany to be ex- 
changed for gold which doesn’t exist. No nation in the 
world could annually for any extended period collect 
enough gold to export it in such quantity to foreign coun- 
tries. As for France in 1871, she was a great creditor 
nation. She took her domestic money—francs—and bought 
foreign commercial credits from her citizens. Then she 
converted these credits into gold in various parts of the 
world and caused the gold to be shipped to Germany. If 
France had been a debtor nation her only other way of 
paying Germany would have been to issue loans abroad, 
taking the proceeds in gold. 

Germany may be compared to a wealthy man who has 
immense quantities of valuable goods but no cash. He is 
willing to transfer the goods in settlement of his debts, but 
his creditors naturally want cash and refuse the goods. 
Here is a transfer problem between individuals that is in- 
soluble unless in some way the debtor can persuade some- 
body else to buy the goods for cash or give him a loan. 
When German merchants export more goods than they 
import they build up abroad gold credits; then the gov- 
ernment can buy these credits with German money and 
turn the gold credits over to its debtor governments. The 
only other way to get the necessary gold credits is to 
borrow gold abroad. That is what Germany has been do- 
ing, but she is about at the end of that rope. 


Payments in Kind 


Parenthetically, it might be said that the payments in 
kind of which we hear so much, are nothing but an effort 
on the part of Germany and the allies to discharge a part 
of the reparations 


naturally there was a bitter protest from French contractors, 
laborers, and suppliers of materials and machinery who in- 
sisted that they ought to have the business and the work. 
More than four billions of marks have actually been paid 
in this form of payment in kind, but the creditor countries 
are fed up on it, and the Young plan provides for their 
abolition after a certain period. 


Paying Creditors by Borrowing from Them 


3. Temporarily and as long as the borrowing is good 
it is obvious that floating German short-time credits and 
loans abroad, no matter whether they be of a governmental 
or private nature, provides the bookkeeping essential of © 
converting German taxation proceeds into foreign money 
payments. Thus, suppose a German industry borrows 25 
million dollars in the United States: It can directly or in- 
directly turn this credit over to the government, receiving 
in exchange German money for its domestic purposes. 

4. The necessity of meeting the reparations payment 
and the scarcity of foreign exchange together with the great 
scarcity of working capital in Germany as a result of the 
war and the evaporation of the old mark gave foreign bor- 
rowing a great vogue. This vogue was much enhanced 
by the eagerness of American bankers to place the funds 
of their clients in the high-yield German securities. While 
a limited amount of long-time borrowing by German in- 
dustry that could make productive use of credits was justifi- 
able, the extensive borrowing of the German states and 
municipalities abroad was largely unproductive. Most of 
this outside money was spent in costly and unproductive 
public improvements, including wonderful housing for 
workmen, which however laudable in motive and purpose, 
sometimes necessitated rentals that were beyond the capacity 
of the workers they were intended by the paternal state to 
benefit. They provided work and stimulated business for a 
time and are a great social asset but they aggravated the 
debt problem. Thus, to the burdens of reparations taxation 
were added those of the service of such loans as well as of 
the domestic obligations incurred by various and numerous 
manifestations of state socialism. About one-fifth of the 
population managed 
to get onto the public 





actual goods, shipped 
from Germany to the 
creditor nations. Ger- 
many probably would 
be delighted to pay 
the whole of the rep- 
arations “in kind.” 
But this method of 
payment is, outside of 
exceptional cases, as 
unacceptable to the Risen » : 
creditor nations as |iouis ea ae 
goods instead of cash, | eemmumaainaiall 

are to the individual | Zon. 

creditor who wants |8 
cash. For example: 
France had a hydro- 
electro development 
project in the Rhone 
valley. She arranged 
with Germany to give 
her a certain credit on 
reparations if Ger- 
Many would execute 
the work. Germany 
undertook the work, 
but immediately and 
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Photos Courtesy, German Tourist Information Office, N..-Y. 


Much of the Money Germany Has Borrowed Has Gone Into Sumptuous 
Apartments and Vast Public Improvements 


payrolls and about 40 
per cent of the na- 
tional income was ab- 
sorbed by taxes. 

The resort to short 
term credits could 
have been largely if 
not entirely avoided, 
as Dr. Hjalmar 
Schacht, former pres- 
ident of the Reichs- 
bank, points out, if 
Germany has been 
less extravagant and 
had been willing to 
resort earlier to heavy 
taxation. The coun- 
try, feeling perhaps 
that owing to the 
reparations charges a 
smash was inevitable 
undeniably spent its 
borrowings as well as 
its revenues like a 
flash. 

(Please turn to page 
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How Will Posterity View Our Actions If We Destroy Large Quan- 
tities of Life’s Essentials While Millions Go Hungry and Unclad? 


Principle of Plan to Bring Early 
Recovery Endorsed 


Comments of Business Leaders 


Broad and Constructive 


It is an extremely thought-provoking 
exposition of what could be done to 
meet the present situation in a broad 
constructive way. 

Much of the information. embodied 
therein is so obviously sound that it 
cannot be open to question. Phases of 
the article likely will cause some dis- 
agreement, but in general I should say 
that you are doing a very helpful and 
timely piece of work that is fundamen- 
tally patriotic. At least it will make 
peope think.—Edward J. Dies, Chicago 
Board of Trade. 


Only Practical Solution 


I have just finished reading the out- 
line and while I do not agree with you 
in total, you have approached this sub- 
ject soundly. am convinced that 
something along the line you suggest is 
the only practical solution.—L. Phil- 
lips, Chairman of Executive Committee, 
Phillips Petroleum Co. 


Farm Board’s Opportunity 

I quite agree in the main with the 
plan. It would seem to me that this 
might be a field in which the Farm 
Board, with their credit, might be of 
real service to the nation in selling the 
excess of our products to foreign na- 
tions.—J. J. Bernet, President, Chesa- 
peake & Ohio Railway Co. 


s #* 


Worthy of Careful Study 


I have read this article with great in- 
terest and am much impressed by the 
author's method of approach to what 
is obviously a vital and intricate prob- 
lem, having far-reaching implications. 

e Plan appears to me to be worthy 
of careful study and | have therefore 
submitted it to several experts in the 
Bureau and have asked them to com- 
municate with you.—Julius Klein, As- 
sistant Secretary of Commerce. 


* «@ * 


Can Be Applied to Many 
Commodities 

I am in thorough agreement with your 
proposition. think it particularly 
applicable to cotton, coffee, probably to 
some extent to sugar and it seems to me 
it would be feasible if applied to copper 
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under properly organized conditions. 

You are quite right in assuming that 
the trouble with the world today is not 
altogether over-production, but under- 
consumption, and that this under-con- 
sumption results from lack of credit 
facilities to make the requisite purchases. 
The fundamental principles underlying 
your suggestion are absolutely sound, 
and in the case of the existing emerg- 
ency should be very helpful in restor- 
ing the price of depressed raw mate- 
rials and add immeasurably to the buy- 
ing power of the world.—C. T. Revere, 
Economist, recent guest speaker, Inter- 
national Cotton Congress. 

s 8 ®8 


Easy to Sell 


I have no doubt that we would be 
able to sell all of our surplus materials 
easily enough on the basis proposed by 
Mr. Benedict. My guess is, however, 
that the sellers would later find that 
they were not really selling but donat- 





“Good Business,” Says 
Head of Credit Company 


The world certainly would be 
much better off, for the Govern- 
ment to sell a huge block of cot- 
ton and wheat upon liberal credit 
terms to some of the poorer for- 
eign countries, and especially to 
those where the distribution of the 
product will probably create new 
consumers and new purchasers, 
than to even think about burning 
up or destroying such commodi- 
ties. This latter plan in my opin- 
ion is absurd, when people are 
starving for lack of work and for 
the lack of food. It would be 
much better for the Government to 
extend the credit, even if they 
never collected the money, and 
more sound than to have accumu- 
lated the present huge stocks at 
high prices, upon which the Gov- 
ernment now has tremendous 
losses. To sell a great block of 
wheat to China or India, even if 
we never collected a cent, would 
be better business (and certainly 
good charity) than to destroy the 
wheat.—A. Duncan, Chairman 
I the Board, Commercial Credit 

o. 











ing, in most cases. If they are willing 
to sell with this fact in mind, I see no 
objection to their so doing.—W. I. King, 
Secretary-Treasurer, American Statistical 
Association. 

». oo ® 


We Must Take Risks 


I recognize that in dealing with a 
surplus we can afford to take greater 
risk than ordinarily would be the case, 
but even so there must be some basis 
for credit and on that phase of the 
question | have some doubts.—Alfred 
P. Sloan, Jr., President, General Motors 
Corp. 

s, *: * 


Worthy of Consideration 


The ideas as brought forward in this 
publication are worthy of very serious 
consideration. Will you kindly mail me 
one-half dozen additional copies of the 
article and very much oblige, Godfrey 
R. Rebmann, Vice-President, Otis Ele- 
vator Co. 

es 8 8 


Will Prices Rise? 


It would seem to me that some of 
the many advantages of such transac- 
tions which are pointed out in the ar- 
ticle might be realized, but that an im- 
mediate increase. in commodity prices is 
by no means inevitable.—W. P. Chrys- 
ler, Chairman of the Board, Chrysler 
Corp. : 

s 8 8 


Stimulates Hard Thinking 


The immediate and certain value of 
an article such as this, whether it leads 
to any practical application of the plan 
suggested or not, is that it stimulates 
the hard thinking which many goo 
minds are doing nowadays in an effort 
to find the way to improve conditions. 
I share the optimism which you appar- 
ently have that some way of getting out 
of present difficulties is going to be 
found.—Edward G. Seubert, President, 
Standard Oil Co. of Indiana. 


* * * 


Should Have Early Favorable 
Effects 

I agree with the statement in your 
article that with proper precautions ob- 
served, the benefits of international 
long-term credit sales should react to 
the early alleviation of the depression 
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and cause a sustained period of pros- 


perity to ensue. 
It is agreed that the proposed plan is 
workable.—G. E. Ferris, The Kansas 


Farmer. 


Excellent 

Mr. Charles Benedict’s article in your 
August 8th issue is excellent. It is pre- 
cisely—nor nearly so, what | recom- 
mended to the Federal Farm Board and 
some Senators some months ago.— 
Robert J. Caldwell, Banker—Author— 


Economist. 


+ + * 


Commodity Loans Sound 
The fundamental principle of loaning 


or selling the commodity surplus, in- 
stead of loaning money, appears sound 








if, when practiced, it does not tend to 
stimulate additional production. 

This plan still has the elements of a 
medicine to cure a sickness, rather than 
prevent the recurrence of our economic 
distress —P. W. Litchfield, President, 
Goodyear Tire & Rubber Co. 


Might Be Difficult to Finance 


I am in general agreement that long 
time credits available for the purchase 
of consumption goods made by this 
country to other countries would bring 
about a substantial recovery in business. 
I am equally of the opinion that few 
financial institutions could be induced 
to grant such credits as long as the risk 
element remains large. Most institu- 
tions feel that the financing of wheat 
consumption in Poland would probably 
prove to be an uncertain risk, and al- 
though this would tend to reduce the 


wheat surpluses, it might equally re- 
duce the institutions’ financial reserves. 
For reasons of this nature I am inclined 
to be skeptical as to the pacticability 
of the plan proposed by Mr. Benedict. 
—Leonard P. Ayres, V.-P., The Cleve- 
land Trust Co. 


es * 


Can’t Change Present Psychology 


Whether such a program, practical as 
it is, would lead to an early recovery 
from the depression, is, of course, a 
problem. The reason for the continu- 
ance of the slump seems to be a lack of 
confidence in the future—a psychologi- 
cal condition. If the proposed program 
should change the present psychology, 
it would be successful; if it does not, it 
won't, It is worth trying, in any event. 


—Charles C. Paulding, Vice-President, 
New York Central Lines. 














Questions 


the disposal of agricultural and other basic com- 

modity surpluses is emphasized by the recent drastic 
proposal of the Farm Board to plow under and abandon 
a quarter of the presently maturing cotton crop. When such 
destructive and uneconomic policies are seriously enter- 
tained, there is little logic in quibbling over the risk and 
terms of possible foreign sales to new and needy consumers 
on liberal credit terms. Nothing could be more hysterical 
than a policy of destruction, particularly when it is pos- 
sible to dispose of these commodities on a sound, common- 
sense, business basis. 

The plan to meet this situation which we outlined in the 
August 8 issue of THE MAGAZINE OF WALL STREET, has 
not only met with a most encouraging volume of expression 
from leaders in industry, finance and government but has 
been accepted and commended in principle by such a 
preponderant majority as to attest its fundamental merit. 

Our plan turns on three major ideas: 


1. The making of commodity loans of our surplus to new 
markets as opposed to cash loans. 

2. Financing consumption on long term credit — rather 
than financing production. 

3. Extending the installment plan on an international 
basis through foreign distributors to meet the necessity 
for greater distribution of wealth and thus increase 
buying power. 

A calm analysis will show, moreover, that the risk in- 
volved is not anywhere near as great as appears on the 
surface: 

—In the first place, with the pressure of existing sur- 
pluses off the market, the value of the residue would un- 
doubtedly rebound to more than offset any losses that might 
be incurred in disposing of the surplus. 

—Again, the risk involved in dealing with those of low 
credit rating can be greatly minimized through proper han- 
dling since the risk per capita (individual buyers) on a com- 
modity like wheat is very small. The giving of credit by 
the foreign distributor to the ultimate consumer requires 
but simple precautions, since wheat is a necessity and 
quickly consumed and implies a return purchase. 


—Finally, the sale of basic commodities would be a 
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on Financial Phases Answered 


By Cuarves BENEDICT 


purely commercial transaction. It can be assumed that on 
the preliminary success of these operations followed by im- 
proved conditions not only here, but in other countries— 
private bankers would be found ready to discount this 
paper just as they have been discounting Soviet notes for 
some time. Meanwhile, there is no reason why the Farm 
Board should not be empowered to utilize its huge revolv- 
ing fund of five hundred million dollars for this purpose. 
It is certainly sounder to finance sales than to finance pro- 
duction. The weakness of the Farm Board program lies in 
the attempt to finance production rather than consumption. 
We were not in accord with the idea that the govern- 
ment go into business in competition with the grower and 
producer, which is what the recent proposal to sell 60 
million bushels of wheat to Germany amounted to. Such 
dumping of goods would only serve to kill legitimate sales 
and reduce the buying power of the grower. Nor do we 
favor aiding other countries or fostering foreign sales by 
the conventional form of financing through private bankers, 
particularly when we know that under present market 
conditions, the securities against which such loans would 
be made, would be difficult, if not impossible, of flotation. 
Our idea is to sell to new markets—to consumers who 
needed the goods and who are without sufficient credit. It 
is our belief that having taken this first step, we could 
then formulate the proper plans for developing these poten- 
tial markets into actual markets when the tide turned. 
We have risked far more before, in the boom years when 
we eagerly financed all manner of non-productive opera- 
tions and undertakings in other lands without the humani- 
tarian aspects and long range advantages which are in- 
herent in the practical plan which we have offered. Our 
practices as a world creditor and a nation of investors has 
frequently been to make unnecessary and unsound loans 
and extend credit long after it was justified, if it ever was, 
meanwhile to calmly ignore channels where it was neces- 
sary and might be vastly more productive. All we have 
to do is to analyze the flimsy background of foreign issues 
sold during the boom to realize that we were extending 
credit where a domestic hunger for securities blinded us 
to the risk involved during this period of jazzy financing. 
And to what extent do the political disturbances in these 
(Please turn to page 618) 
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A New Market Move 
In the Making 


The Base Provided by Six Weeks of Reaction Now Invites Manip- 
ulative Efforts to Produce an Autumn Rally in a Sold-Out Market 


but Convincing Evidence of Basic Improvement Remains Lacking 


By A. T. MILter 





harvests; the period when 





E stock market now ap- 

[ proaches a seasonal period 
of critical business test. 
There are few convincing 
signs of basic improvement to 
give it stimulus, yet it sows re- 
markable fortitude under the 
repeated blows of bad news and 
plainly reflects a speculative in- 
clination to hope against hope 
that at least a modest beginning 
of genuine revival will be seen 
this autumn. That hope will 
inevitably languish and die un- 
less it finds some hint of tan- 


ful waiting.” 


“If autumn fails to offer genuine business 
gains, any rally will come a cropper. In that 
event the higher the rally, the sharper will 
be the ensuing nose dive. It is not possible 
at present to forecast real autumn improve- 
ment, yet neither is it necessary to assume 
that it can not occur. Accordingly, the con- 
servative investor has no reason to depart 
hastily from a policy of cautious and watch- 


drooping human spirits try 
hard to revive. 

Moreover, we approach this 
period after more than six 
weeks of almost uninterrupted 
market decline from the peak 
of the moratorium rally in 
June. Those weeks of reaction 
carried many stocks back within 
striking distance of the lows of 
June 2 and some, including 
leading rails, to new bear 
market lows. Such a movement 
does one of two things. It 





either signals renewed basic de- 





gible support in the industrial 
and commercial records of the 
next few weeks. 

Meanwhile, however unimportant it may be 1n the long- 


term sense, there is substantial basis for anticipatiag a° 


more or less determined professional effort to bring about 
the traditional “autumn rally” with the canny claim of dis- 
counting later business gains. Similar efforts, of course, 
met with disaster last spring. Their pretense of foresight 
need not be taken seriously, although some such manipula- 
tive movement will sooner or later ring the bell. The fact 
is that the sheer mechanics of speculation dictate periodic 
important reversals of a protracted downtrend, particularly 
when the seasonal setting appears at all appropriate. 


The total distance covered by intermediate 
rallies represents a surprisingly large per- 
centage of the total distance of the de- 
clines, the course of the bear market 
being, roughly, three steps down and two up. The in- 
vestor may have scant chance of climbing out. of the hole 
on that basis but the speculator never tires of trying it. 
To the trading element it is movement that is important— 
never mind the direction. ; 
The more hopeful psychology of the moment rests upon 
several factors. Four times out of five inthe last quarter 
of a century the market movement from mid-August into 
September has been upward. The reasons are partly eco- 
nomic and partly psychological. It is a period when sea- 
sonal gains normally begin to be seen; period of the 
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Hopeful 
Psychology 


cline or, in meeting satisfactory 
resistance at the critical level, 
establishes a technical base for more or less extensive rally. 

At this writing it appears that the test has been success- 
fully met and that if there is to be an important extension 
of the bear movement it will probably develop later in the 
year and rest upon the proven necessity of deferring hope 
of genuine revival until next year. 

In recent weeks of reaction the outstanding characteristic 
of the market has been fortitude. Bad news has brought 
no shock of intensive selling but only a weary dribble of 
belated and discouraged liquidation together with a bit of 
short-selling from the same type of small-fry trader who 
thought there was no top in 1929. 

The bulk of the list has paid no very great heed to 
recent unfavorable earnings statements, to further dividend 
revisions, to European alarms. It has shown no fear of 
the prospect of downward wage revisions in American in- 
dustry. It has stomached acute weakness in railroad issues, 
although this group for eighteen months had accurately in- 
dicated the underlying trend. It has ignored softness in 
the bond market, a new series of small bank failures and 
the disheartening decline of wheat and cotton. Perhaps 
most striking of all is the firmness with which it withstood 
cotton’s recent collapse of $7 a bale in a single session on 
markets throughout the world, occasioned by the Govern: 
ment’s crop estimate. 

At the same time growing resistance has been indicated 
by extreme dullness, the transactions of a recent week 
averaging scarcely more than 700,000 shares a day. Con- 
sidering the vastly increased volume of listings in recent 
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years and the wide public ownership of stocks, this figure 
probably represents as dull a market as Wall Street has 
ever known. Together with the apparent refusal of the 
market to decline further on bad news, it is an indication 
of a sold-out position, whether temporary or not. 

Under such circumstances no specific news is required 
to turn the immediate trend. A weak short position is 
ready to take fright at the first hint of aggressive buying 
and a host of traders are anxious to try a “play” for the 
first time since June. The manipulative possibilities of 
such a setting have been vividly revealed at this writing 
by violent rally and: a turnover of 700,000 shares in a 
single hour. 


It is not to be expected, of course, that 
any such pace can be maintained as the 
weaker short element is eliminated and 
there is no basis whatever for any 
reasoned estimate as to the possible success or failure of 
manipulated advance over a period of several weeks. Un- 
doubtedly it will be a matter of day-to-day speculative 
experimentation. A few items capable of being construed 
as “good news” would help tremendously, yet prove 
nothing as to the ultimate outcome; but, on the other hand, 
the absence of tangible business improvement over a rel- 
‘atively brief period is not an impossible obstacle—not as 
long as it is possible to maintain the presumption that im- 
provement may lie just 
ahead. Without some 
proof, it should hardly 
be possible to maintain 
that presumption much 
beyond the middle of 
September. 

Meanwhile there is no 
apparent reason why the 
larger political and fi- 
fancial interests should 
not look with friendly 
eye upon a moderate 
rally. An interlude of 
relief from persistent re- 
action is always worth 
while. It gives fear a 
breathing spell and fa- 
cilitates whatever neces- 
sary liquidation may 
remain to be accum- 
plished. There is little 
evidence, however, of 
anything more than a 
passive sponsorship in 
high places for the time 
being. There is no ev- 
idence that the Reserve 
Board is yet ready to 
embark upon an aggres- 
sive campaign of infla- 
tion through heavy pur- 
chases ‘of Government 
bonds. ° 

It need hardly be 
said that in the event 
that autumn fails to of- 
fer genuine _ business 
gains any rally will come 
@cropper. It is equally 
obvious, in that event, 


Good News 
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Elaborate Ceremonies Will Mark the Official Opening of the 
New Home of the New York Curb Exchange on September 15 


that the higher any technical rally goes the sharper will be 
the ensuing nose dive. It is not possible at present to fore- 
cast real autumn improvement, yet neither is it necessary to 
assume that it can not occur. Accordingly, the conservative 
investor has no reason whatever to ‘depert hastily from 
the policy of cautious and watchful waiting advocated for 
so many months by this publication. 

As to the basic outlook, there is no blinking the fact that 
remaining adjustments have to be faced. The disputed 
question of wage revision looms larger every day and the 
trend, however, hesitant, appears clearly downward. In 
the chief producing industries there is'mo sign of convincing 
betterment, nor is it possible to look ahead to any such 
forces of revival as were provided after 1921 by construc- 
tion and the development of a boom demand for automo- 
biles. Rather, it seems likely that.empansion must depend 
mainly on the sum total of many small revivals in existing 
demands—demands now restrained by lack of buying 
power. 

It is uncertain whether such demands can expand into a 
stream of normal business activity merely on the virtually 
forced replacement of consumption goods. Certain goods 
we have to have and it is possible for processers and 
merchants to find profits through efficiericy. Producers of 
basic goods, no matter how efficient, have scant prospect 
.of profits without a broad restoration of: purchasing power 
‘and meanwhile have to carry the costly burden of over- 
capacity facilities. 

In this jam the key-log is the omnipresent surplus of 
goods which keeps com- 
modity prices at un- 
profitable levels and, in- 
deed, forces some com- 
modities steadily lower, 
notably wheat and cot- 
ton, the country’s two 
most important cash 
crops. If, through lack 
of leadership and cour- 
age, the way out is to be 
left to the free play of 
supply and demand—to 
survival of ‘the fittest— 
the prospect can only be 
for a very tedious con- 
valescence. There is a 
silver lining to this 
cloud. The blacker the 
outlook, the greater the 
probability that the 
nerve to tackle the basic 
problem will be found. 
The less our commodity 
surpluses become worth, 
the stronger will be the 
logic of making new 
foreign markets without 
quibbling as to long-term 
credit arrangements. 

Weakness of the bond 
market not only reflects 
scattered liquidation of 
secondary issues but the 
continued refusal of the 
banks to extend their 
bond _ commitments. 
There is scant prospect 
that this attitude will be 

(Please turn to 
page 617) 
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q Eight Hundred and Ninety-four Million Bushels Of Wheat! 


q Fifteen Million, Five Hundred and Eighty-four Thousand 


Bales of Cotton! 


q Three Billion Bushels Of Corn! 


Crop Abundance Brings New 
Problems to Agriculture 
and Business 


_. By C. §. Burton 


W' are harvesting bumper crops in a year in which 


business already is strangling in surpluses. The 

crop estimates now partake of finality, furnish- 

ing a reasonable basis for calculation as to their probable 

relation to agricultural purchasing power and to the gen- 

economic outlook. Nature has leaned to the bountiful 

side. With that step completed — traditionally the con- 

summation of the farmers’ hopes, the reward of their labors 

and assurance to the nation of added wealth and a measure 

of prosperity—simplicity ceases and our complexities begin 
to multiply. 

Wheat is on the front page as it never was before in 
history, not by reason of its scarcity, as when famine 
afflicted the world, not so many generations since, but by 
reason of its superabundance. 

The complexities, which prevent just appreciation of 
Nature’s bounty, are first, the price-tragedy which has 
overtaken the farmer and, second, the new dominating fac- 
tors in the marketing field. 

Prices for wheat, corn, oats, and cotton are all below 
levels reached in any recent years. 

Casting a long shadow across all agricultural activity, 
the Federal Farm Board stands out; with its cluster of 
subsidiaries, holding huge accumulations of wheat and cot- 
ton, openly competing for markets on terms which no 
legitimate agency within the trade could possibly offer. 
This competition apparently bids fair to rob each of these 
staples of the time-honored attribute and added importance 
accorded to them, as leading cash items in the world trade. 

In all of the heated discussion concerning wheat, it 
would appear that almost the only thought, which has been 
given to the farmer, has been to calculate his so-greatly- 
reduced earning power. What the farmer's attitude may 
be seems to have been neglected in the consideration of 
other phases of the involved problems, in which wheat 
comes rather to take the place * pawn in a greater game, 
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or as one of the factors in the price-equation, which, to 
the world’s great bewilderment is proving persistently false. 

The farmer's view of the whole situation is important 
and some analysis thereof, illumined in part by actual 
experience, should be helpful; for, as he recovers from the 
dazed condition in which the harvest has left him, we may 
expect him to become exceedingly vocal. 

First, and deeply implanted in the farmer's mind, is the 
conviction that he has played his part with credit to him- 
self; he feels that he assumed the risk of Nature’s smile 
or frown, has withstood her frown in years gone by, now 
that she has smiled, his should be a fair share of the re- 
ward. He studies the prices for the things he has to sell 
and the prices for the things he must buy, as he seeks a 
solution for his individual price equation. Grain brings 
less and less and transportation is to cost more. He can 
perhaps, get 25 cents for a bushel of wheat and the rail- 
roads are seeking to charge 26 cents to move it from Kansas 


» City to Chicago. He wonders how long he has been fleeing 


from this condition which has finally overtaken him; his 


. figures show that prices for wheat are down about 70 per 


cent from ruling prices prior to 1914;.that transporta’ 
tion costs are up about 45 per cent and apparently go 


ing higher; by and large, it works out that his dollar has 


a purchasing power of about 70 cents, as compared with 
the “normal” years before the World War. He reads 
the Department of Agriculture’s announcement that: “The 
present prospect for the world wheat crop and indications 
of probable demand conditions point to another year of 
low prices as a whole.” ‘The farmer is told that he and 
his fellows pay 31 cents in taxes out of every dollar of 
net income which they receive; that farm income does 
not justify the keeping of an automobile. He finds that 
his tractors, disc-plows, combines, straw-balers, and corn 
reapers have released an army of farm laborers, which 
industry is unable to absorb, and thus, in turn, he faces 
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false. 








the diminished purchasing power of the rest of the world. 
The kitten chases its own tail. 

Of the country banker who finds himself inextricably in- 
volved, it can only be said that the problems of the farmer 
accumulate upon his head. His faith and courage are to 
be tried to the utmost, and it is too much to expect that 
all of them can survive the disaster. Those who crack under 
the strain may, perhaps, be more justified in demanding 
an apology than others in expecting them to offer one. 


The Banker, the Machinery Manufacturer, the 
Country Merchant 


The country banker and the farm machinery manufac- 
turer are alike subject to the stringent rural credit con- 
ditions, which are already pinching and which may be an- 
ticipated as continuing certainly throughout the winter. 
The International Harvester Company has been agreeing 
to take some wheat for December delivery at 75 cents per 
bushel, in payment for equipment sold after July 17, 1931, 
but with December wheat selling in Chicago for not much 
more than half of that price, it is not to be expected that 
this arrangement can be maintained for any length of time. 

The effect of the economic disaster which has overtaken 
the farmer, the wheat grower and the cotton planter, is 
cumulative. The dollar which the farmer ordinarily re- 
ceives is one of the most active bits of money in the national 
circulation. The farmers’ harvest money, when it is bounti- 
ful, pays many bills besides those of the farmer, and makes 
many purchases besides the orders which go to the mail- 
order catalogue houses. There are always bits of work 
to do that require boards and nails and paint. The hard- 
ware merchant, the clothing 





business. Freight car loadings are not reflecting the usual 
seasonal increase, but, the ton-miles of freight traffic must 
eventually record the movement of the wheat to the mar- 
ket. Atchison, for example, carries wheat, corn, cotton 
and cattle and hogs; the Burlington does not carry cotton, 
but its share of the grain business is very large. Northern 
Pacific is said to anticipate fairly satisfactory business, 
despite some bad spots in North Dakota and Montana 
where drought and grasshoppers worked some havoc. 

Normally, heavy crop movement, west to east, mean mer- 
chandise shipments, east to west; the railroads, therefore, 
are as interested as the banker and the farmer himself in 
price improvement, which will obviate the movement of 
so many “empties” in the west-bound traffic. But at pres- 
ent it appears that recovery in the earnings of the rails 
will be delayed several months. Moreover, while the rail- 
ways are thus bound up with the farmer, the farmer is in- 
stinctively opposed to any increase in freight rates. The 
protests are accumulating in Washington, coming from all 
manner of farm organizations. The legislature of the State 
of Texas has forwarded to the Interstate Commerce Com- 
mission a joint resolution, which not only opposes the 
granting of the 15 per cent increase asked for all roads, 
but declaring that substantial reductions in transportation 
rates of grain and livestock are necessary. 


Government Intervention 


The moment one looks to the world market in wheat, one 
is face to face with governmental intervention in wheat 
everywhere. 

We are harvesting a crop, estimated in round figures at 
894,000,000 bushels; we have a carry-over, from last year 

and the year previous, of about 





merchant, the dry-goods mer- 
chant of the strictly farming 
districts necessarily depend 
upon the farmers’ harvest 


300,000,000 bushels. This sur- 
plus is practically all in the 
hands of the Farm Board and 
its acting subsidiary agencies— 





money. The grocer has prob- 











the Grain Stabilization Cor- 
poration and the Farmers’ 














ably waited for months for his 
money; flour, sugar, coffee, 230 
beans, these, at least, the farmer 
buys, more often than not to be 
paid for when the crop goes 
to market. The automobile 
dealer is not going to sell the 
new car, he expected to sell— 
the notes for the old car are 
going to be extended. Each 
one of these lines of trade 
in turn has its own bills and 
must ask for credit extension. eo} 
It is a house that Jack built. hr 
The retardation in business is [LH 
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DOLLARS PER BUSHEL 
So 











National Grain Corporation. 
The last named is the active 
market operator, representing 
the various state co-operative 
associations; it is being strenu- 
ously combated by some of the 
co-operatives in its attempt to 
centralize marketing operations 
in its own hands. 

It is something of a sorry 
confession to be forced to ad- 
mit that the operations of the 
Farm Board assume, temporari- 
ly, a greater importance than 








felt universally, in necessities, 

in luxuries even more emphatically perhaps, jobber, whole- 
saler, retailer, there is no immunity anywhere, all suffer in 
greater or less degree. The manufacturer may not profit 
by the low prices for raw materials when his output finds 
no ready sale. 

The movement of grain to market is lagging noticeably. 
The banks, machinery manufacturers and other creditors 
of the farmer, realizing that sales of grain made at present 
prices would be of little help in cleaning up obligations, 
are granting extensions, hoping, with the farmer, that some 
improvement in prices may come later. It is reported that 
all kinds of makeshift storage facilities are being used to 
hold wheat in Western Kansas, wherever it is possible to 
wait upon the market. . 

As a result of this wait upon the market, the “granger” 
toads have a most substantial backlog, rather than current 
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the fundamentals of size and 
quality of our harvests—defying and distorting the tradi- 
tion that bountiful crops are our most gratifying additions 
to our national wealth and well-being. 

From an emphatic, official banning of bureaucracy, our 
volte-face has thrown our agriculture fairly into its arms. 
The middleman, the wheat and cotton buyers, in the coun- 
try, local merchants often merchant bankers in a small 
way for those from whom they buy, such of them as sur- 
vive, are on their way out. There is no need to delude 
ourselves. Hereafter, and very shortly hereafter, barring 
a tremendous upheaval, the sale of the country’s wheat 
and cotton will be in the hands of a board in Washington 
and the “domination” will be complete when and as the 
Farm Loan Board handles the long-time credits agriculture 
must have. 

Farm Board operations, involving nearly half a billion 
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of public funds, have, of course, been superimposed upon 
financing of a tremendously larger volume. The machinery 
which the Board now controls is almost omnipresent in 
the marketing of farm-products. 

The futility of the vast effort and expenditure, the wreck- 
age and havoc created were and are only such as have 
followed every such experiment without exception. What 
the farmer is to have to say when he shall have recovered 
his voice is sure to be most _ ' 


wheat rather simplifies the problem; in that, never, at any 
time, has the world consumed wheat at the rate at which 
it is now being grown—good times or bad—war times or 
peace times. This, in and of itself, would seem to be suff- 
cient to set at naught any effort of the Farm Board to 
maintain a price for domestic wheat above world market 
levels, so long as this country has an exportable surplus. 
Considering Russia, as having assumed her old place as 

a principal source of supply for 





emphatic. If the farmer can 
get mad enough to imperiously 
insist upon being let absolutely 
alone, that would be almost too 
good to be true. 


Since 1926, our carry-over 





the importing nations of Europe, 
it seems unthinkable that our 
farmers should persist in an 
attempt to command world 
markets in wheat under any- 
thing like present conditions. 








has mounted each year. For the 
crop year 1927-28, it was 122,- 
826,000 bushels; for 1928-29, 
128,017,000 bushels; for 1929- 
30, 247,229,000; for 1930-31, 
275,323,000, and for the cur- 
rent year, 1931-32, it is esti- 
mated at 300,000,000 bushels. 
This carry-over into the new 
crop year, 1931-32, which be- 
gan July 1, is practically all in 
the hands of the Federal Farm 
Board, at an average cost of 
about $1 a bushel, if storage 
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With our present methods of 
production, the Bureau of Agri- 
cultural Economics figures our 
cost of wheat production at 
$1.24 per bushel. Argentina 
has just completed a study of 
her costs of production and ar- 
rives at a figure of 52 cents 
per bushel. Russia is prepared 
to feed the cost sheet through 
the combine, throw it out of the 
window, forget there is such a 
thing; and until her own peo- 
ple are ready to insist upon 








charges are included. Storage 
amounts to fully 1/2 cents per bushel per month. 

There are certain very human factors to be considered 
in regard to wheat. Curtailment of acreage is instinctively 
opposed by the producer everywhere; the farmer's idea 
of the one way to overcome lower prices has always been 
to harvest a larger crop. 

The overtures made by representatives of this country, 
presumably in behalf of the Farm Board, to dispose of some 
part of the accumulated surpluses of wheat and cotton to 
Germany, on easy credit terms, have aroused an almost 
universal outcry of hostile criticism, as might have been - 
expected. Had the Farm Board been able to announce 
that some substantial part of each staple had been definitely 
disposed of, the market might have taken some consolation 
from the thought, that, after all, so much weight had been 
taken off the market. It was very unfortunate that the 
story of the negotiations got out when it did. 

However, governments everywhere are in the grain trade. 
Roumania is paying 10,000 lei ($60) bounty for every car- 
load of wheat that goes into the export trade. In Yugo- 
slavia, “the government has decided to intervene and sup- 
port prices in order to obtain a normal benefit from this 
year’s crop.” The Hungarian government is paying 24 
cents bounty on each bushel of wheat that comes to market 
and 19 cents additional for such as is sold for export. 

Russia remains the factor of uncertainty, particularly as, 
regardless of the yield, the “exportable surplus” may be 
almost any part of the entire crop. Russian acreage is sup- 
posed to have been increased by some 10,000,000 acres, 
but from such crop reports as have been obtainable, the 
trade estimates the 1931-32 crop at just about the same 
as last year, a little more than one billion bushels. 


Russic’s Return to the Market 


The world was lost in a maze when Russia re-entered 


the wheat market last year as a substantial seller. The 
increase in production from Russia was about 380,000,000 
‘ bushels as compared with the average of the three years 
preceding. In a way, the return of Russia as a seller of 
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having white bread, she can, 
consistently or inconsistently, according to the point of 
view, undersell the other nations of the world in the wheat 
market—for cash. 

To persist in a contest where the only outcome possible 
is to find out which contestant can outlast the other in 
taking losses is an absurdity. 

We have a tariff wall which might actually be of some 
benefit to the farmer, at the expense, of course, of the 
domestic consumers, if the farmer would only dig in behind 
it. The Liverpool price plus the 42-cent differential which 
our duty would give him, would be a great deal better than 
our farmers may expect to do, so long as they persist in 
trying to wring a profit out of exportable surpluses, with 
the world price level below the cost of production. 

There is some discussion of a cost figure to the Kansas 
wheat grower of 40 cents, ‘obviously a mere out-of-pocket 
expenses figure, just as a similar figure has been discussed 
as to cotton costs in Texas being around 5 cents per pound; 
both estimates being quite impossible. 


Corn Is King 


We turn to view a somewhat happier prospect as we 
leave the wheat stubble for the standing corn. After all, 
Corn is King. 

We are about to “shuck” a crop that may run more 
than three billion bushels. Corn, “gathered” and in the 
crib, represents much more labor for the farmer than a 
wheat crop from the same acreage, but improved machinery 
allows one man to handle much more ground than formerly. 

Unlike wheat, corn affords the grower some latitude of 
choice as to its disposition. To feed it to cattle and hogs 
affords work through the winter months. It can be cut 
and “shocked,” providing thus the best of winter feed for 
livestock, combining grain and roughage. Silos filled with 
corn are a part of all real farms, where livestock are a part 
of the establishment. 

On the average only 50 per cent of the corn crop is 
shipped out of the county in which it is grown; 90 per 
cent of the crop is fed and, of the small part which is sold 
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as grain, two-thirds is made into starch, glucose, corn syrup 
and similar products. Our exports of corn are negligible; 
but the combined value of our cattle and hogs, representing 
the absorption—the disappearance—of our corn, makes up 
the largest cash item in our national farm income. 

By way of contrast and emphasizing the importance at- 
tached to cash items in our world trade, the corn crop has 
shown an average annual farm value over the past ten 
years of $2,107,000,000, as against $986,670,000 farm 
value of wheat, annually, for the like period. 

Corn is not bedevilled by a huge carry-over and up 
to the present time has, most fortunately, escaped a part 
of the attentions of the Farm Board. The corn cribs will 
be well filled and, though prices are so low, its abundance 
will not cause any such perturbation as prevails in wheat 
and cotton. 

To treat cotton, in complete detail, would be to repeat 
in good part what has already been written in regard to 
wheat. 

The cotton planter wanted to believe that the Federal 
Farm Board was going to redeem its promises; to be told 
that cotton was too low at 16 and 17 cents per pound 
was welcomed as glad tidings. His faith, urged by his 
desire, led him to ignore the warnings of trade authorities 
as to acreage; to feel that the Government had set out to 
see the cotton planter through. 

If anything, the ruin wrought in cotton, as the Federal 
Federal Farm Board experimented with, and in the main 
defied, the laws of economics, is more complete than the 
devastation in the wheat market. 

Among all of the commodities, more or less in common 
use by humanity, none is so universally employed as is 
cotton; nor is there another 


million bales. The world consumption of foreign cotton 
was the largest on record and world consumption of Ameri- 
can cotton, the smallest of any year since 1923-24. The 
net result was a carry-over into the year beginning August 
1, 1930, of 6,187,000 bales, an increase of nearly two mil- 
lion bales, over the year previous. This increased carry- 
over of American cotton was of added weight because in 
spite of the record consumption of foreign cotton, there 
= still an addition to the carry-over of foreign cotton 
also. 


Huge Cotton Carry-Over 


The cotton year, therefore, which began August 1, in- 
herited from the old year a heavy accumulation and began 
with an undue burden which had steadily increased, to 
about 9,000,000 bales, of which about 6,500,000 bales are 
in this country and the balance abroad and afloat. 

The current position of the Farm Board is, perhaps, more 
of a disturbing factor in the cotton market than in wheat. 
The Farm Board holds some 1,300,000 bales of cotton, 
which it has more or less definitely pledged itself to hold 
off the market; in addition to this holding, however, the 
trade is forced to consider some 2,000,000 to 2,500,000 
bales held by the American Cotton Co-operative Associa- 
tion, partly in spot cotton and partly in futures. The ex- 
planation of this position, which has a peculiar significance 
for the futures market, is that the Co-operative Associa- 
tion, acting under the aegis of the Farm Board, made loans 
upon cotton at levels far above the market prices which 
ruled during the past three months; to say nothing of the 
drop just experienced upon the publication of the Govern- 

ment’s August estimate. The 





that serves so great and so be- 
wildering a variety of purposes. 
From finest thread to all kinds 





of heavy cordage; from the 
huge spreads of canvas on the 
racing yacht to all kinds of fine, 





Co-operative Association has 
been obliged to sell cotton to 
the mills at market prices—or 
lose its customers—and against 
such sales the Association has 
bought futures, presumably in 








sheer cloth; belting and billiard 


cloths, cambric and _ calico, 
dimity and duffle bags, tarpaulins 
and tennis nets; so one might 
go through the alphabet, calling 
the roll of the employments of 
something more than 25,000,- 
000 bales of cotton every year. 
In all of these employments 
there is a constant shifting— 
disappearances and additions. 
Style changes—less clothing and 
that of material other than cot- 
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the hope that, eventually the 
contracts may be closed out— 
sold—at a price that will offset 
the loss on the spot cotton. 
The statistical position was 
very much against the market 
even before the publication of 
the Bureau's estimate of the 
crop, of 15,584,000 bales; 
nearly one and a quarter mil- 
lion bales above the most san- 
guine private estimates. Not 
since the bumper crop year of 
1926, have we had an August 














ton—the continuance of dis- 
turbed conditions in China; the 
drop in price of silver; industrialization in India, where 
cotton mills have sought to obtain the business once held 
exclusively by the mills of Lancashire, on the one hand; on 
the other, newer uses such as the automobile tire, insulation 


of steam and hot water pipes; insulation of allkindsof electric _ 


wiring; the combine, cutting and threshing the small grain 
crops, uses huge quantities of canvas, without which it 


could not operate at all. So the uses of cotton shift con- | 


stantly but, on the whole, the tendency is for the world 
use to increase. 

The American cotton planter’s contribution to the world 
supply has, for a variety of reasons, been forced to bear 
something of a lion’s share of the weight of the depression. 
During the 1929-30 season, the consumption of American 
cotton was off more than two million bales, while the con- 
sumption of foreign cotton increased by more than one 
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estimate of any such propor- 
tions. In that year the August estimate was 15,368,000 
and the yield harvested was approximately 18,000,000 
bales. 

The market was thrown into great confusion and de- 
clines were registered amounting to more than $6 per bale. 
There is talk of five-cent cotton, and much surmise as to 
where the buying power is to come from when hedge sales 
begin to come in, in November, when the mill men usually 
begin to sell hedges against their spot purchases. 

Consumption of American cotton dropped last year from 
13,031,000 bales to 11,100,000 bales; with a carry-over of 
9,000,000 bales and a crop of 15,584,000 bales, there is 
enough American cotton to run the entire world for a 
full year; or more than two years’ supply of American 
cotton at its present rate of consumption. For the next 

(Please turn to page 617) 


575 























Can Necessity Buying Revive 
Business? | 


Improvement in Some Consumption Lines Offers 
Moderate Investment and Commercial Promise 


By JoHN GUERNSEY 


The author of this article is recognized as the leading 
authority in the United States on retail distribution. For- 
merly a merchant himself he is now on special assignment 
with the Department of Commerce in Washington.— 


EprTor. 


instead of by way of producers’ goods it is of prime im- 

portance to know what is actually going on now out 
on the perimeter of consumption. It would probably be 
just to say that the revival after the depression of 1920-21 
was powered by energetic production of producers’ goods, 
or driven by the producer rather than the consumer or 
buyer. But it is rather commonly believed today that the 
next river of prosperity will flow bankfull from the con- 
tributions of innumerable rills and rivulets of buying of 
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[ prosperity is to come back by way of consumers’ goods 


consumers’ goods, of the thousand and one articles and 
commodities of daily use and necessity. No building in- 
dustry, no automobile industry, no radio industry is going 
to crank us into prosperity, according to this point of view, 
by arousing and satisfying new desires. Rather, the prosaic 
desires of humanity are to be the starter this time. 

To see what is developing behind the scenes we must 
get out into the 25 million homes of America, the millions 
of retail stores, the wholesale houses, the manufacturers’ 
agencies; and in some lines that are closely articulated with 
retail trade in consumers’ goods we must get a line on 
what the factories are doing. It is not logical or feasible 
to attempt to draw sharp boundary lines between the dif- 
ferent steps in distribution when considering the vast ques 
tion of the flow of billions of wants into a river of demand 
that we hope will one day run deep and swift. 

In the first place, what do we find among the manufac 
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turers of consumers’ goods in what are commonly referred 
to as the mercantiles? It is the increased activity in such 
lines which stands out as a high light in an otherwise drab 
picture. Some of the textile producers are doing well and 
have good prospects. The woolen market is short of 
desirable goods, woolen prices are tending upward and 
deliveries are delayed. Heavyweight cotton-ribbed under- 


wear is selling well and the mills are already approaching 
their limit of production, partly because so much produc- 
tive capacity was wasted in idleness earlier in the year. 
This is an illustration of what may rather suddenly happen 
in other lines. If in any line the price of available goods 
has receded below the cost of replacement any demand 
that will put the mills into high-pressure operation will 
inevitably result in an increase in price. 

Cotton fabrics, if novel in design, are in some demand 
now, although production has receded from June levels. 
Sik production is curtailed and prices for raw and finished 
sik, except plain fabrics, satins and velvets continue weak. 
Low prices have stimulated the use of silk hosiery to the 
point where it will be bought almost exclusively in the 
future, along with good qualities of the artificial substitutes 
for silk. . 

One of the leading carpet companies has increased its 
prices on some products and there is a likelihood of.a gen- 
eral price increase this fall. 


Shoe Output Rises 


Shoe production has increased sharply since February, 
and the total production for the first half, except January, 
is well above the 1930 figures. The demand has been 
stimulated by price cuts on the part of most producers and 
retailers, although some trade-marked lines still are strug- 
gling to maintain their former fixed prices. Hides are 
strong. Sole leather is upward, and in good demand. Shoe 
factories are running full time in many cities, with the 
wholesale prices of $2, $3 and $4 most in demand. 

Normally, a broad 





retailer co-operative chains, and traveling stocks. This 
latter development, that of carrying representative stocks of 
ready-to-wear and accessories from store to store in huge 
motor trucks, for selection and immediate delivery, has 
been adopted by some of the best wholesalers, including 
Marshall Field, wholesale, of Chicago. 


Outlook for the Chains 


The immediate outlook for the listed stores and the 
chains is somewhat beclouded by the serious economic prob- 
lems ahead, which may further restrict consumer buying. 
Among the more serious developments should be enumer- 
ated the move to cut wage rates, widespread cuts in salaries, 
curtailment of dividends, lower prices for farm products, 
the serious railroad securities situation which threatens the 
investments of savings banks and insurance companies, the 
possibility of further closing of banks because of the pre- 
carious real estate mortgage situation, and the probability 
of widespread unemployment this winter. 

August and September are critical months, following a 
really optimistic turn in public sentiment in June and July. 
If the public makes light of the pessimistic developments, 
which at present seem to worry Wall Street and New 
York much more than they worry the rest of the country, 
buying may continue long enough to require the replenish- 
ment of present depleted stocks with newly manufactured 
merchandise, which stimulus to production may suffice to 
start the ball rolling with sufficient momentum to carry 
business over the coming winter. 

If the public takes the other view, and determines to 
hoard its funds and get along without new cars and new 
clothes and new furniture, and with the cheapest foods it 
can buy, “until things pick up,” the outlook for the retailer 
is dismal. 

Measured in dollar-sales, the department: stores are los- 
ing more rapidly now than they did earlier in the year. 
For the first six months of 1931, they are 9 per cent behind 
the dollar-sales of the 
first six months of last 
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sale sources in lieu of 

direct purchases because of the attraction of immediate 
delivery in infinitesimal quantities, despite somewhat higher 
prices. This tendency will continue until retailers resume 
buying in sufficient quantities to justify sending their buy- 
ers to market. 

However, wholesalers are far from asleep during this 
transition period. They have cut the cost of their service 
to the bone. They have introduced methods of merchan- 
dising which only a few progressives heretofore had de- 
veloped, such as monthly price leaders to sell at close mar- 
gins, stock control systems operated in the stores of their 
retail accounts by wholesalers’ representatives, wholesaler- 
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Montgomery Ward's 
is much worse. It is the catalog business of these mail: 
order firms which best reflects the buying attitude of the 
rural population. Farm prices are the lowest since 1910, 
with an index figure of 79 against 111 a year ago. 

Net profits for the first half are beginning to come in, 
and 117 industrials which have reported to date show a 
drop in net of 29 per cent as against the first half of 1930. 
Munsingwear shows a loss of $368,000 against a profit last 
year of $207,000. American Thread reports a drop in net 
of 32 per cent. Robert Reis & Co. reports less net in 
the first half of 1931 by 29 per cent. Gillette Safety Razor 
made 44 per cent less profit than in 1930. Allied Kid 
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shows a loss of $84,400 this half against a profit of $271,- 
400 in the same six months of 1930. Congoleum-Nairn 
made 14 per cent less net. Artloom Corp., which last year 
lost $43,000, in the same six months this year lost $258,000. 

Among the stores, Lerner Stores made 40 per cent less 
net this year. National Tea made 51 cents per share 
against 75 cents last year. The Hudson’s Bay Co. is operat- 
ing at an admitted loss, both in its fur business and in its 
department stores. The trading loss in the fiscal year 
ended May 31 exceeded $3,700,000. Schulte-United came 
to the parting of the ways, although without much effect 
upon anyone except its creditors and stockholders. Some 
of the other promotional chains are hanging on by what is 
charitably called the ragged edge, saved largely by the 
fact that they have little or no fixed charges to meet. Stock- 
holders alone are holding the several bags, some of them 
with nine-tenths of their introductory purchase price 
melted away, a monument of some kind to their banker- 
promoter. 

Two years ago, 1,500 furniture retailers and 700 furni- 
ture manufacturers signed pledges to pay $5,000,000 over 
four years for a carefully- 


The 14 retailers whose profits this half are better than 
their profits in the same six months of last year are repre- 
sentative of a wide range of retailing. J. C. Penney Co, 
earned $4,200,000 against $3,400,000 last year, an increase 
of 24 per cent. Its showing is even better than for the 
first half of 1929. The improvement in profits this year 
is in spite of a drop in sales of 10 per cent. McLellan 
Stores, for 12 months just ended, earned $538,000 against 
$257,000 in the previous year, and the biggest part of the 
increase was made in 1931. Dominion Stores increased its 
net in the first half by 11 per cent. Kroger Grocery in 
the same period increased its earnings more than $2,000, 
000. Loft Candy turned a deficit of $261,000 last year 
into a profit of $219,000 this year. People’s Drug earned 
$247,000 in comparison with $231,000 last year. Waldorf 
System made a net of $604,000 against $592,000. Bick. 
ford’s, another restaurant chain, earned $372,000 during 
the first six months of this year, against $328,000 in the 
same period last year. American Stores’ net for a similar 
period was $2,700,000 against $2,600,000. Grand Union 
Co. earned $525,000 against $509,000 last year. Schiff 

Co., shoe chain, earned 





$223,000 against $151, 





planned publicity cam- 
paign to increase furni- 
ture sales. To date, 368 
subscribers have gone 
bankrupt. The cam- 
paign has been called off. 
Says the spokesman of the 
group: “The lamentable 


> 2 < January 2, 1930 
condition of business gen- 


A Fore and Aft Retail Price Index 


Composite Price * 


Level of 1929 prices to Oct. 1, 1929.... 


erally, and of the furni- 
ture industry in particu- 
lar, must be recognized by 
all, and in the opinion of 
the Board of Governors 
it indicates the wisdom of 


July 1, 1930 
August 1-15, 1930 
October 1, 1930 
January 2, 1931 
April 1, 1931 


July 1, 1981 


calling off the program as August 1, 1981 


precipitately as existing 
contracts permit.” 

With 6,000,000 men 
out of work for a year, 
half of whom normally 
earn three billion dollars 
annually, and another 
6,000,000 on half pay at 
an annual loss in retail 


First half of 1930, average 
Second half of 1930, average 
Year of 1980, average 

First half of 1931, average 


goods, including motor vehicles. 








*Weighted to reflect the composite selling price of foods, general 
merchandise, apparel, furniture, household appliances and automotive 


000. David Pender Gro 
cery Co. in the first half 
netted $33,000 this year 
against a deficit of $55, 
000 last year. Loblaw 
Groceterias ended its year 
May 31 with an increase 
in net of 1 per cent over 
the $1,190,000 earned last 
year. 

Sears, Roebuck made 
approximately $6,000,000 
net for the first half of 
1931, against $5,600,000 
for the first half of 1930. 

Montgomery Ward 
came through with an 
agreeable surprise, mak- 
ing a net profit in the 
second quarter of $407, 
000 against a loss of 
$185,000 last year. This 
leaves the first half in the 
red. to the extent of 
$1,600,000, compared to 
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100.0 


1929 Level of 
prices—100.0 
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sales of another three bil- — 
lion dollars; with more 
than one billion dollars of curtailment in installment 
purchases and another billion of income diverted from cur- 
rent purchases to make payments on old installment con- 
tracts, there is an almost inevitable loss to retail trade of 
the greater part of eight billion dollars of sales, or 12 to 
16 per cent, without regard to price changes or any other 
factor. No early relief from this curtailment is in sight. 
A good many retailers feel that they are working for 
their employees, the landlord and the newspapers these 
days. Yet out of 22 listed stores and chains whose earn- 
ings are available (very few retail concerns report in the 
middle of the year), 14 show increased earnings in the 
first six months of this year as against the same period of 
1930. Of the balance, 2 show a smaller deficit this year 
than last, and 6 show less earnings, of which only one 
shows a deficit. With sales off 4 to 9 per cent, operating 
economies and fewer enforced markdowns resulted in a 
greater actual profit. The 4 to 9 per cent loss in dollar- 
sales is in the face of a decrease of 15 to 21 per cent in 
retail prices over the six months, indicating an actual in- 
crease of 11 to 12 per cent in the quantity of goods sold. 
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more than $2,000,000 loss 
in the same six months last year. Ward lost $350,000 
in the third quarter and made more than $3,000,000 in 
the fourth quarter last year. Although sales to date are 
17 per cent behind, indications are that Ward will net 
between $1,500,000 and $2,000,000 for the 12 months of 
1931, or about 40 cents per share. 


Producers Reports Are Encouraging 


In the producer field, encouraging profit statements are 
coming in. General Baking in the first half earned $2,700, 
000 against $2,600,000 last year. Western Dairy Products 


earned $718,000 against $440,000. Procter & Gamble 
report net earnings this half 1 per cent better than for 
the same period last year. Gotham Silk Hosiery earned 
$254,000 against $164,000. Davenport Hosiery’s net this 
half is $206,000 against $153,000. Butterick Co. shows an 
increase in net. So do Bigelow-Sanford, Colgate-Palmolive 
and Standard Brands. Adams-Mills Corporation (hosiery) 
sales are off 6 per cent, but the net is $451,600, against 
(Please turn to page 615) 
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Film Industry’s Day of 
- Reckoning at Hand 


Erratic Management, Kindergarten Business 
Methods and Substitution of Extravagance for 
Brains Alienate Public and Alarm Investors 


By C. F. Morcan 








Celluloidia and the un- 
comfortable facts are most 
disturbing to the gentlemen 
charged with earning dividends on 
the millions of public money en- 
trusted to them. Indeed, so un- 
satisfactory are the conditions that 
no particularly astute seer is 
needed to prophesy that unless all 
signs fail, the first snows will find 
the seats of some of the motion 
picture mighty occupied by a new 
group of executives. 
Two outstanding examples of 
managerial stupidity reaching the 
public prints recently have rather 


IP *cattat are far from well in 


importance. 


Editor’s Note: The author of this 
article has long been intimately asso- 
ciated with the motion picture industry 
and is equipped to speak authori- 
tatively of its problems. At a time 
when the industry’s securities have lost 
much of their former favor, his frank 
analysis is of unusual interest and 
For obvious reasons, a 


pen name is used. 


protests that motion pictures are 
but following the lowered trend of 
all industry. But the history of 
amusements shows that as a rule 
such enterprises do not follow in- 
dustrial trends; on the contrary, 
in periods of depression the theater 
has quite generally been more 
freely patronized, probably be- 
cause people in such cases demand 
distraction from their woes. But 
the motion pictures during the last 
twenty months have kept step 
with the commercial march, not 
because the public did not want 
amusement, but because it defi- 
nitely declined to pay for the kind 








focussed attention on the motion 
pictures. One was the naive 
astonishment of P. G. Wodehouse, famous English humor- 
ist, as to why the Metro-Goldwyn-Mayer Company had 
paid him $104,000 for doing practically nothing for a year 
and the other was an equally ingenuous and rather ecstatic 
disclosure on the part of Miss Constance Bennett that 
Warner Brothers had thought so well of her talent that 
they had paid her $300,000 to play in three pictures dur- 
ing ten weeks. Those peeps into the insane asylum have 
caused the investor in film securities to wonder just what 
is going on. 


Housecleaning Badly Needed 


During recent months it has become increasingly ap- 
parent that something quite drastic in the way of house- 
cleaning was indicated. Those on terms of intimacy with 
the industry are quite well aware that swift improvement 
is necessary, and that the men in charge of production at 
present have proved themselves wholly incapable of right- 
ing the badly-listed vessel—these men being the production 
executives, supervisors and directors. Almost without ex- 
ception they are holdovers from the silent picture days, 
or relatives of those holdovers, and almost equally without 
exception they have shown themselves incapable of adjust- 
ing themselves to the new technical and financial con- 
ditions. 

Rising costs, declining dividends and threatening bal- 
ances written in red have moved these gentlemen to voluble 
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of amusement the motion picture 
companies offered. 

The peak of film prosperity was reached about 1925. The 
following year pictures began to lag in public interest. 
Film apologists attributed this to growing interest in 
sports, development of aviation, interest in radio, 
better roads inviting motoring, and some other alibis. 
By the spring of 1928 patronage had fallen from ap- 
proximately 100,000,000 persons attending the motion 
picture theaters weekly to between 75,000,000 and 
80,000,000. 


Losing Former Patronage 


Desperate efforts to recapture the lost patronage were 
made, generally in the direction of lavish expenditure— 
misnamed “production value,” but there was no improve- 
ment. Production costs had more than doubled in three 
years and patronage still dwindled. Little he-and-she flap- 
pers were dragged from behind soda counters, stenog- 
raphers’ desks and high schools, glorified, lauded, scan- 
dalously overpaid, and almost without exception proved 
“flops.” Then, like sunshine on a saddened sea came the 
“talkies.” The public eye quickened with interest and the 
theaters were stormed to view the novelty—shadows that 
talked. Like the dancing of the classic dog, it was not 
wonderfully well done but wonderful that it was done at 
all. The “talkies” saved the industry three years ago, but 
novelty does not last for years—at least not one mechanical 
novelty. So eventually things began to slip again in point 
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of patronage and 
swell again in point 
of cost. It was re- 
course to the old fal- 
lacious remedy, the 
substitution of money 
for ideas. 

To have this situa- 
tion clear observe the 
accompanying chart. 
The theater receipts 
trend and the pro- 
duction cost trend 
cross each other in 
early 1930 or there- 
abouts. To the right 
of that crossing lies 








VANISHED MOVIE PROFITS 


PICTURE COST 


parts; production and 
distribution as one 
part, and exhibition 
as the other. Theoret- 
ically these have no 
direct price relation- 
ship with each other. 
In ordinary commer- 
cial lines the manu 
facturer takes his cost, 
adds his profit and 
arrives at his sales 
price, while the re 
tail dealer adds his 
mark-up to cover his 
sales cost and profit. 
In merchandising all 
sales are actual trans- 














the territory of red 
ink—passed dividends 
and explanations that do not explain. The producers do 
not know what has caused this—-unless it is the prevailing 
economic conditions, they say. They know that motion 
pictures represent a total investment in plant and theaters 
of close to two billion dollars. They know they are spend- 
ing this season of 1931-2 close to $175,000,000 for pictures 
and that this sum, known as “negative cost,” should repre- 
sent about 40 per cent of the total income dollar of the 
studios, and they realize with alarm that it will be a larger 
percentage than that. They know that if it should reach 
55 per cent there will be no profit, and if 60 per cent there 
will be more passed dividends. 

In their panic they have followed the practice of their 
spiritual brethren of the theater and turned somewhat 
pornographic — so much 
as they dared, with the 
result that they have 
made the situation worse, 
for they now have antag- 
onized the moral elements 
of the community, rousing 
these to more determined 
efforts at control, while 
the advertising they used 
took theater owners into 
the criminal courts. Now 
see where this leads. In 
1922 when it was greatly 
feared that a Federal cen- 
sorship law might arrive, 
the picture companies 
hired Will H. Hays out 
of the Harding Cabinet 
to head it off. Now Hays 
is in a wrangle with 
several ethical institutions 
over the sins of the 
cinema, and on July 16, 
United States Senator 
James Couzens gave it as 
his considered opinion 
that Congress would have 
to do something in the 
way of rigid control. If 
it does disaster is in 
sight. 

To understand the eco- 
nomics of the motion 
picture industry it is 
necessary to visualize 
it as divided into two 
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Courtesy, Paramount Pictures 


They pay big salaries for this! A production scene with 
actors, directors, cameramen and other technicians. 


fers of title. 

In pictures the procedure is different. Pictures are not 
sold, but rented. The distribution division receives the 
picture from the studio, and observes its cost. It then 
evaluates it in terms of the amount it will earn in rentals 
from theater owners, figured on a fixed sum per day, and 
based on such variables as population of territory, seating 
capacity of theater and whether it is shown for the first, 
second or third time in that vicinage. There is no calcula- 
tion of the amount the picture will draw into the box 
office, though actually, on yearly averages, the exhibitor 
usually estimates his film rentals at 25 per cent of his 
gross box office takes. 

Now the earning power of any picture is largely 
ephemeral, based on judgment, current opinion or interest in 
its topic, class of popula- 
tion, geographical situation 
and so on. It cannot be 
gauged in advance since 
too many unknown fac- 
tors influence it. As an 
example, Universal Pic- 
tures bought the picture 
rights to “Broadway” for 
$100,000, delayed in the 
making for nearly a year, 
and saw three similar pic- 
tures, based on colorable 
imitations of the plot, 
reach the public first, and 
put this particular million- 
dollar effort into the red, 
a complete failure. 

Part of the difficulties 
the studios face is that 
they make too many 
feature pictures. This is 
not my opinion alone, 
but is concurred in by 
Jesse L. Lasky, who at a 
public meeting in Holly 
wood on January 21, last, 
made such a_ statement. 
He mentioned, too, that 
one cannot produce 500 
or more masterpieces in a 
year. And he is right. 
The picture makers have 
essayed a task impossible, 
for there are not 500 
new, valuable story plots 
turned out in the worl 
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in five years, yet production continues at a merry pace. 

But one may ask, why 500 feature pictures? The pro- 
ducers say it is the demand. But whose demand? The 
public, theaters, or what? The thing is a little complicated 
at this point. A picture is supposed to be “live” for 50 
weeks, when its cost must be written off. Twenty thou- 
sand theaters represent 7,300,000 exhibition days. Five 
hundred pictures would provide these if shown 14,600 
days each. But each picture from the big studios has 
about 150 prints made of it, and these are distributed 
among the theaters by scheduled routes, so we find that if 
each print of each picture could be shown for 100 days it 
would supply the requirements. Let us leave that for the 


moment. 













Effect of Increased Capitalization 






There is another demand; this time the demand of capital 
for dividends, and that is the one the picture producer 
really means. He must supply a sufficient number of profit 
earning pictures to supply a proper dividend on his capital- 
ization. Let us take a particular company with a published 
capital of $90,000,000. This year this company announces 
it will produce 60 feature pictures. In 1929 the company 
paid a net dividend of $10. In 1930 the rate was $4, but in 
this latter year the capital was greater. The announced ex- 
penditure for the 1931-2 season is about $25,000,000, 
which indicates an intention to make pictures at an average 
cost of $400,000 each—some at $250,000 and others up 
to $750,000. 

Well, let us see what the 



























40 per cent of the income dollar will set that income at 
about $425,000,000—expected and required for solvency, 
under prosperous conditions. 

But let us see what theater attendance is required to 
earn such an income for the studios. We have seen a 
little earlier that production income is about 25 per cent 
of theater income, so theater income should be fourfold that 
of $425,000,000, or $1,700,000,000. It is known that the 
average theater admission is 25 cents so we find that it 
will be necessary for 6,800,000,000 persons to patronize 
the picture theaters in the year, and this figures out to 
130,000,000 a week, or 15,000,000 a week more than the 
best year the pictures ever had! 


The Double Feature Plan 


We may digress here a moment to note that in the effort 
to bring back theater audiences the theaters have adopted 
what is known as the “double feature” plan. Two feature 
pictures of standard length are offered for the price of one. 
Naturally that entails the use of twice as many feature 
pictures, and either these pictures must be run twice as 
long or twice as many pictures must be produced to supply 
this demand. The practice has grown up since the pro- 
duction schedules were made, so it is impossible to deter- 
mine the effect of it. 

The problem confronting the picture industry then is 
how can it (a) raise theater attendance to provide dividend 
requirements on increased capital, (b) reduce capitalization 
within reasonable dividend earning power, (c) reduce pro- 
duction costs, and retain 
theater income. 















































which would be within 
shooting distance of 10 
per cent on the capitalization—if nothing happened. But 
it generally does. Plenty. 

This question of increasing capitalization is serious for 
the picture industry. Usually there are two reasons for 
increasing capitalization: expansion and a somewhat 
camouflaged need for cash to cover losses. The picture 
companies have not been slow to increase their capital, 
and money costs money—to get and to keep. We come 
to the question of potential earnings. 

Now, no one knows what is the saturation point of 
theater attendance. The highest ever reported was by 
Will H. Hays in 1929, when he officially gave it as averag- 
ing 115,000,000 per week. But let us examine this matter 
of pictures produced, capital, and attendance at theaters. 
As stated the studios have planned to spend $175,000,000 
for the 1931-2 season on 500 pictures which will thus aver- 
age about $350,000 each.* ‘The total expenditure being 

* If this seems contrary to the $400,000 figure just previously given it 
Should be noted that the first was an average figure for one company and 


the next an average for all companies; different studios making different 
Brades of pictures. 
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theoretical relation of pic- 

ture cost is to the pro- " ae “ the — 
ducer’s income dollar. It . ° rankly, it doesn’t seem like 
works out about like this: How Film Stocks Reflect Profit Decline a possibility so far as the 
; ; 1980-31 Earnings present production execu- 
Negative (picture) 0.40 Company High Low 1929 1930 tives are concerned. A 
Dertbution 2. 0. |] zee mm var... orm om stoge sae |] schedule of ‘the earnings 
ne situation from the published 
Cost of positives. nae 05 M-G-M (Pf.)...... 27 22 40.32 59,81 reports is shown in an ac 

Advertising Se 05 Paramount-Pub. .. 77% 195% 5.79 5.90 companying table. 
Administration and MOE. (4% eis sabes 9 : 60D 1,95D What becomes of the 
pill late mid DM arouse 0 11% 63 1.44 production dollar? The 
Profit Skacaeh xe 15 acct cca ani ‘ - eae satisfactory answer to this, 
On this ratio the ex- Chie tks pm sie pe and a _ correction of the 
pected profit on the year’s errors it will reveal seem 
expenditure should be a >a. the quickest answer to the 
little over $9,000,000, picture problem. Here is 
one example of poor ad- 


ministration: 

Two years ago one of the major studios fell a 
victim to the prevailing color obsession. Two or three 
companies able to supply color for pictures were in 
business, but color represented a fixed extra cost of 
from $50,000 to $100,000. So this studio determined 
to develop its own color system—without any very care- 
ful investigation of the subject. It built a new film labora- 
tory—in the wrong location, and added to it a color labora- 
tory. A year passed—without any satisfactory color. 
Then, as the result of an address at the Academy of Motion 
Picture Arts & Sciences one evening, the heads of the 
studio learned they never would arrive at a successful color 
process, so work was suspended. Today the financial state- 
ment is said to carry the color fiasco as “non-working 
assets” and the sum as $3,000,000. And this is merely a 
sample. 

The studios spent millions for sound equipment, per- 
force, but I’m told they don’t own the equipment. 

Sound has brought in its train many changes. Particu- 

(Please turn to page 614) 
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“Now Don’t Quote 


Me, 


But—” 


As Reported by the “Itinerant Economist” 


He’s Learning Every Day 


“Every day I am learning and putting into effect new 
and better ways of operating this great railroad system,” 
said one of its chief executives. 

“True economy in operation,” he added, “does not mean 
merely the finding of places where you can lay off a man 
or two and cut down your payroll to the extent of their 
wages or salary. 

“True economy, in the larger and better sense, means 
the finding of better ways of doing things. On a system 
such as ours, there are practically unlimited fields for this 
kind of economy. 

“I want to tell you that I have put 
into effect methods, practices and 
devices that will not be discontinued 
when better times come. They will be 
maintained until something still more 
scientific and economical is found to take 








their places. 





“When traffic and earnings begin to 
improve appreciably you will find that 
our net earnings from operation will be 
surprisingly large in proportion to the 
gross. In fact, they are already. If you 
don’t believe it, look at our net figures 
for June (they were in striking contrast 
to those of practically every other large 
system for that month). I think our 
July results will be equally good. 

“When I came to this system I at 
once began ‘going to school.’ I kept it up. Times like 
these lengthen my school hours. Seeing the startling re- 
sults that we have achieved under the spur of hard times 
makes me wonder whether these recurrent depressions are 
not blessings. We would perish of dry rot and all-around 
indolent deterioration if the business ship always traveled 
on an even keel in calm waters and under sunny skies.” 


Borrowing $200,000,000 a Day! 


“Yes, brokers’ loans totals are down quite a bit, and ours 
are down with them,” remarked the senior partner of one 
of the bigger New York wire houses. “During the 1929 
peak,” he went on, “we frequently borrowed around 

’ $200,000,000 a day. Why, one group of customers alone 
took about $65,000,000, of which nearly $45,000,000 really 
went to one individual. We have averaged around $13,- 
000,000 a day since the first of the year though recently 
we had loans of $20,000,000. During the 1929 peak we 
paid banks an average of $1,000,000 a month interest.” 

“Would you like to see those $200,000,000 days back 

again?” I bluntly asked. 
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“That's asking me whether I want to go through another 
stock market collapse like 1929,” countered the broker. 

“Well,” I inquired, “where would you stop borrowing 
if you were in the midst of another speculative boom?” 

“Can you imagine me closing my doors when busines 
is booming?” was the parrying reply. 

“You would go along with the crowd?” 

“Certainly!” 


Keep ’Em in the Treadmill! 


“I notice in the Barron memoirs you have been talking 
about,” said one of the big figures be- 
hind the scenes in Wall Street, “that 
the late J. Pierpont Morgan once re- 
marked that the greatest drawback to 
giving a good man a big salary was the 
difficulty of keeping him from using all 
his time in spending it. Honestly, that 
is one reason why so many brilliant men 
fizzle out when they get into positions 
where they have full control of their 
own time and acts—and a big salary. 
Now it is a real job to spend $150,000 

_ a year, and by the time you have given 
it the necessary daily attention yuu 
haven't much interest or energy for the 
company’s affairs. On $150,000 a year, 
one gets into society complications and 
gets tangled up with men of wealth. 
The first thing you know you are spend: 

ing too much time at golf, your week-ends elongate, you 
take too frequent vacations, you go to too many gay pat’ 
ties, a host of non-business interests distract your attention 
and dissipate your energy. The best way to deal with this 
problem is to evade it. Keep your executives on moderate 
salaries but always dangle the prospect of future big pay 
before them.” 





“O, Wad the Giftie Gie Us . .” 


“My memory is poor for exact quotation,” said a vice’ 
president of a corporation which does business in nearly 
every city and hamlet in America, as he toyed with a letter 
which didn’t seem to please him greatly, “but you know 
those lines of Robert Burns about the ‘giftie to see our’ 
selves as ithers see us." Nobody ever said a truer thing 
about human relations. Now take this letter from our 
president; it fairly reeks with evidence of an executive 
weakness that everybody in this organization, from the tele’ 
phone girls to myself, is well aware of, but the boss doesn't 
know it himself. Nobody dare tell him. And yet be 
cause of that defect, which he could probably remedy if 
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he realized it, he goes on day after day getting the or- 
ganization and all of us into useless jams and overtime 
work. His weakness is that of putting off decisions until 
the last moment. He probably calls it calm deliberation. 

“T'll bet there are executives in every corporation who 
fall short of what they might be just be- 
cause there is nobody to do for them 
what they daily do for others—that is, 
check up their mistakes and point out 
their delinquencies. The very best 
source of such criticism is the under- 
lings. They know what the boss's 
superiors, if he has any, probably never 
know. They know also that the surest 
way to lose their job or be shunted out 
of the line of promotion is to tell the 
boss the truth. It would be wonderful 
if such bosses could listen in some day 
to what their subordinates tell each 
other about him. Their ears would 
burn, but if they had any degree of self- 
detachment, they would have to admit 
that there was a big nucleus of truth in 
the ‘knocking.’ 

“I heard a while ago of a bank cashier who was really 
‘made’ because his secretary had the nerve to tell him 
that every loan he approved created an enemy for himself 
and the bank, because of his condescending and patronizing 
manner of saying yes. How many secretaries would have 
the courage to do that—and how many who did would 
have their jobs the next month?” 


THE BOSS 
MADE A BIG 


Revival of the Perambulating Trader 


“T read in a paper the other day about a man in Oklahoma 
City who has achieved a comeback from the loss of his for- 
tune by becoming a truck trader,” said a note broker. “It 
seems that he got the idea that with money so scarce on ac- 
count of low prices for farm products and unemployment 
business initiative and the usual course of commerce were 


more or less on the shelf. So he got hold of an automobile . 


truck some way and a little cash and started out to be a 
roving trader. He went to farmers who figured that the 
cost of hauling their snap beans to market would leave them 
in the red ink and paid them the market price at their 
trading center. Fifty miles 

away, perhaps, he found a 

spot cash local market for 

the beans. Perhaps the man 

he sold the beans to had 

some snake oil, eggs, scrap iron, 

muskrat skins, or a walnut 

log or two or other miscellane- 

ous stuff that it was impossible 

to move with profit in the or- 

dinary course of business. Our 

enterprising friend bought them 

and rolled on his way, disposing 

of them, perhaps, in the next 

town, and taking on a new 

cargo. This was so successful 

that he is now operating six 

trucks out of Oklahoma City on 

a 300-mile radius. 

“Now this man has hit on a new-old idea. (Well, 
do I remember the ‘traders’ who skinned the farmers 
when I was a farm boy in the Shenandoah Valley!) 
Most business today is cumbered up with useless cross- 
hauling and over-centralization. The tendency is to 
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YES, AND HE 


send everything to central -markets, from which it is 
sent out for consumption, sometimes to just where it came 
from, as when small-city. hotels get their green goods from 
New York commission merchants who received it on con- 
signment from farms in sight of the hotels. Often there 
are several useless profits and other costs 
involved. By this truck trading sys- 
tem direct or almost direct exchange 
is facilitated. The stuff goes straight 
from the man who produces to the man 
who consumes. When you come to 
think about it that is ideal distribution. 
A lot of us merchants and bankers are 
just parasites, necessary now but sub- 
ject to elimination with the inevitable 
decentralization of industry and com- 
merce.” 


BUT HE'S 
THE BOSS 


Shrewd Investors “Back Home” 


“In such a tremendous increase in the 
number of shares dealt in on the stock 
exchange in a single day,” said a veteran 
market observer, “as we had immediately 

following President Hoover’s moratorium proposal, we al- 
ways hear the question on every side, “Who's Buying Them?” 

“Of course, the orders came from all parts of the country 
and I understand there was considerable European buying. 
I don’t pretend to know even who were the principal buy- 
ers who turned the total from less than 1,000,000 shares 
to over 5,000,000 a day, but I know where some of the 
buying came from. 

“A friend of mine, a representative of a large group of 
railroads, was recently on a ‘back home’ visit in a nearby 
southern state, where he mingled with old friends and 
renewed former acquaintances. 

“*How about some of the railroad stocks?’ queried 
one of them. ‘I bought 500 shares of Pennsylvania at 
about 45 during the 1921 depression. I did not sell that 
stock at the top figure of around 110 in the 1929 boom. 
I have just bought 500 more and I have no intention of 
selling either lot.” 

“My friend told me,” this market observer continued, 
“that the man who had the 1,000 shares of Pennsylvania 
was head of a prosperous but closely-owned corporation. 
His stock was fully paid for. He met another man who 

also had just bought 500 Penn- 
sylvania. He could not pay the 
entire amount at the time 
but his local bank is carrying 
the balance, and the buyer de- 
clared he would soon wipe out 
that little obligation. 

“Some 15 or 20 others also 
asked my friend if it were not 
time to buy good stocks out- 
right. Those people, a few 
hundred miles away from Wall 
Street have the money, the 
courage and the good judgment 
to buy stocks when they are 
cheap, and when we people . 
here are scared out of our 
boots. 

“There are thousands of 
such people in this country. They have been getting the 
best stocks at the lowest prices and most of them will hang 
on to their investments in spite of big advances. That is 
the kind of buying that makes the foundation for a 5,000,- 
000 share day.” 
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Mid-Year Dividend Prospect 
of Leading Stocks 


Part II—Steel, Metals, Petroleum, Automobiles, 
Accessories, Chemicals, Food, Merchandising 


sented is of outstanding interest and importance be- 

cause the record-breaking and inexorable liquidation 
which has been going on for nearly two years has restored 
the stock market more nearly to a genuine investment basis 
than at any time in six years. Many of the leading equities 
are back to the quotations of 1924 and not a few stocks 
are selling at 1921 levels. This does not necessarily mean 
that such stocks are cheap or that they offer either safe 
promise of satisfactory dividend yield or probability of 
future market appreciation. 

No stock can be regarded as a bargain merely because it 
has declined 50 points or 100 points from the fantastic 
prices of 1929. The prudent investor must consider not 
the extent of depreciation of a stock but the fundamental 
causes underlying that depreciation. In some instances 
those causes are general, relating to world-wide and vir- 
tually all-inclusive depression which has radically changed 
the base and character of the security market. In many 
others they relate to specific problems of individual indus- 
tries and individual corporations. For both reasons prudent 
and profitable selection of stocks for investment increas- 
ingly requires the most rigid discrimination. 

Although some stocks undoubtedly will attain record- 
breaking prices in the next bull market, their performance 
undoubtedly will be much more closely related to the 
actualities of earnings and yield than was the case in 1929. 
Psychological booms do not quickly repeat themselves. 
Stocks are now selling ex-imagination and even after basic 
recovery sets in there is little reason to expect 
that prices will soon get very far away from 
a sound investment base. In other words, a 
sustained upward trend of prices this autumn 


T'= 1931 Mid-Year Dividend Forecast herewith pre- 
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or next year will inevitably depend on a sus- 7a Ly 


tained uptrend of the underlying base of cor- 
porate earnings. 

Such is the normal and proper course of the 
market, both booms and depressions being ab- 
normal, It appears likely that the more sober 
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investment attitude will last for some time, possibly for 
several years. As long as it lasts, the general tendency will 
be to demand logical valuations justified by actual earnings 
or by genuine prospects of corporate progress, The in- 
vestor who hopes to profit during this period cannot buy 
blindly on the theory that everything will go up. More 
over, with the probabilities of average appreciation much 
more limited than in 1928 and 1929, the factor of con- 
sistent dividend yield becomes proportionately more im- 
portant. 

To the investor, and even to the careful speculator, this 
should appear an advantage rather than a disadvantage, 
putting a premium upon sound judgment and patience. In 
1929 stocks of low yield were carried at high cost. Now 
the reverse is true. Interest rates are low and will remain 
reasonable for some time to come. Stock yields are high, 
in many cases so high as to suggest a slim margin of safety. 
On the other hand there are numerous issues of soundly 
situated companies on which yields of 5% to 7% appear 
to be safe. 

It is with the purpose of offering guidance along these 
lines that this feature is presented. Each forecast sum- 
marizes the probabilities of future dividend action, based 
on current earnings, seasoned earning power, financial re- 
sources, previously indicated dividend policy and other 
factors. In addition, each forecast is accompanied by an 
investment rating which offers simple guidance as to the 
position and prospect of the industry, as represented by 
the letter A, B, C, or D; and indicates also the company’s 
position in that industry by the use of the 
numerals 1, 2, 3, or 4. Thus: 
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Steel Industry Cuts Costs, Looks for 
Slow Recovery. 


ITH operations ap- 
proximating one- 
third of capacity, 


with dividends eliminated or 

reduced, and with only sea- 

sonal fluctuations in the busi- 

ness volume in sight, investors in steel securities find it 
dificult to shift attention from the immediate or speculative 
prospect and to consider the relative and fundamental posi- 
tions of individual issues. Yet it is patent that just such 
a period as that through which we have been passing en- 
ables the clearest determination of investment merit and 
segregates the weak from the strong. 

After two years of declining business and vanishing 
profits it may be assumed that the maximum of operating 
economy and management efficiency has been achieved, and 
that as a consequence a moderate increase in the business 
volume—which is not to be confused with a seasonal varia- 
tion—will enable a substantial increase to be shown in 
earning power. So while only a slow recovery is looked 
forward to, with no agreement among business economists 
as to when this recovery should set in, the steel trade views 
the future with hope and not alarm, confident that it has 
adjusted itself to current and prospective conditions. 


Depression Reveals Relative In- 
vestment Position of Securities 


It might be well to con- 
sider, also, that one-third of 
capacity does not mean one 
third of normal, but one- 
third of the _ theoretical 
capacity, and that this pro- 
ductive capacity is greater now than at any time in history. 
In fact during the five-year peak period of 1925-1929 
operations of the steel industry averaged only 72% of 
today’s capacity, so that if current operations were ex- 
pressed in relation. to the average operations of 1925-1929 
the percentage would be between 40% and 45%. 

The tabular presentation of the important investment 
factors of the principal steel issues facilitates comparison 
of the relative merits of the various common stocks listed, 
and assists the investor in reaching conclusions in connec- 
tion with either his present holdings or new investment 
selections. It suggests the ultimate trend of security values 
but naturally conveys no hint of the immediate trading 
movement based on technical market conditions. From the 
long range viewpoint sound established steel issues are not 
without attraction for those willing to ignore incidental 
fluctuations, but commitments should not be made until it 
is evident business recovery is actually under way. 
















































































Position of Leading Steel Stocks 
Earned Price Range Invest- 
Company -—~Per Share—, 7-——1931——, Recent Divi- Yield ment COMMENT 
1930 1931(B) High Low Price dend % Rating 
i fii hould | 1932 
American Rolling Mill.............. 0.08 0.4148) 87% 15% 28 oe Eee ee 
Bethlehem Steel ..........0..000004 a mma me lm 
0G, Be TEs 008600 506i vs desbesiwe 2.79(3se) 0.72(d) 69% 28% 32 C-2 Unsatisfactory pipe situation confuses outlook.- Shares 
(N) speculative. 
Colorado Fuel & Iron.........ssesee- 0.41 2.10(d) 32% 9% 15 C-8 Earnings trend downward. Outlook poor. 
ONS NUE. . cede censseiaxdastsacc 4.59 0.78(d) 63 80% 41 C-2 Business volume lowest since 1921, 
i. SOC eee 4,84(d) 2.99(d) 87% 10% 14 ser awe C-8 Preferred divs. suspended July 1, 1931. 
CRIGRE TUDE. 66.55:0'000 es bcanttarees «. 5.41 1.17 71 39% 42 2.50 5.95 C-2 Dividend reduced June, 1931, from $4.00 rate. 
Lpdium Weel o:i.55- 000 heehee bistys 8.72(a) _ 0.72(d8) 19 8% 12 C-3 Outlook unsatisfactory. 
Largest opengl tin — producer. Extra a. 
McK WC TAR BIG 6 ssiesesseties 35 4,23 103 71 16 6.00(c) 7.90 B-1 dend poliey can continued under present condi- 
eKeespo te 8.3 % % tions. Operating 75% of capacity. 
Completed Aug. 5, expansion and rebuilding program 
oe CT 4.01 160 88% 88 38 2.00 5.26 Cl st emt of $36,500,000. . 
Sa eee 0.08 0.21(d3) 16% 6 8 C-2 Is expanding and improving plant equipment. 
No ibility of improvement sufficient to warrant 
Republic Steel .......cesececeeeeees 8.58(d) 2%.92(d) 2% 10 14 eye Pye oA 
i 
Transue & Williams .........ss.06 0.99(4) 0.724) 1% MH 9 io: fit 6 eS a 
Co. reports business gain. Second quarter showed 
Teutctn Qi swwsskic csc xs 8s. 1.36 3.50(d) 24 12 12 0.60 5.00 C-2 net profit $61,403, against $341,989 loss first quar- 
ter. Gross business also up. 
U. 8. Pipe & Foundry ..........0008 ~~ oe wm coe er ee eee 
j Dividend and salary reduetions, other eeonomles bring 
ME AOL MN SC ee oy eee 9.12 0.17 152% 838% 98 4.00 4.20 ©-1 company Into line with conditions. Strong cash 
position. 
SE ~ aaaaeie ise . Oe NF(d)E 76% 28% 29. ie sep C-2 Showed $150,000 profit first quarter 1931. 
Warren Pipe & Foundry............ 228 1.03 82 2 2g S06. Ob Geen ee 
Youngstown Sheet Tube ..........: . B17 «= 9,01() 78 89% 48 nm wa ee 
ce—Including extras. (N)—Nine months ended June 30. (B)—Ist 6 months. NF=Not available. E—Estimated. d—Deficit. Se—Year 
ended Sept, 80.  (3)—First quarter. 
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Mines and Metals Slow to Make 


Essential Adjustments 


INING and metal or- 

ganizations, with the 

exception of gold 
mining which is always to 
the fore in times of com- 
modity price depression, face 
an uncertain future. Nickel, lead and tin producers, and 
the important mining, smelting and distributing corpora- 
tions are in slightly better position than the coppers, the 
red metal producers and those organizations which depend 
largely upon it having the hardest row of all to hoe. 

The copper situation is the most important for stocks 
of refined copper are increasing persistently while the large 
surpluses of other base metals are slowly being cut into. 
Current prices of copper are well below the cost of pro- 
duction, but the industry seems unwilling to take con- 
certed steps to adjust itself to business conditions and 
prospects. For most of the companies engaged in the pro- 
duction of the red metal the outlook is discouraging, and 


Surplus Stocks and Dull 
Demand Cloud Outlook 


the situation of the thor. 
oughly integrated organiza- 
tions which not only pro 
duce, refine and market their 
own product but are also 
factors in manufacturing and 
distributing copper products is not much better. Occa- 
sional plans for controlling and pro-rating production are 
brought forth, but thus far the industry has proceeded 
little farther than to view with alarm and express regret. 
The wide range of production costs is a stumbling block 
in the way of any effective agreement to place output on 
a quota basis. Low-cost producers are naturally reluctant 
to enter into an accord that may hold down their market- 
ing of substantial production when and if curtailment 
should result in a price recovery sufficient to assure them 
a profit. They prefer to be in position to benefit to the 
fullest extent at the first opportunity. Besides there is 
(Please turn to page 613) 














Position of Metal and Mining Stocks 








Earned 
Per Share—, 
1930 1931(B) High 


Price Range 
Company 


-——1931—_, Recent 


Invest- 
Divi- Yield ment 
dend Yo Rating 


COMMENT 





PRES 0.58(ac) see 20% 7 
Alaska Juneau co. 


7 mos, net to July 31, $979,050 before depreciation 


0.40 2.66 2 
& and taxes. Operations show growing profit ratio. 





0.36(d) 23% 8% 


American Metal 


D-2 Outlook unsatisfactory. 








America Smelting & Refining NF 58% 24% 


C-2 


Heavy inventories and low metal 
duced from $4.00 rate. 2 ngs ea 








Anaconda NF 48% 18% 





Depressed copper and silver indus and 
look hamper recovery, but divid 7% 


poor out- 


D-1 
: be continued, 














Calumet & Arizona 1.46(ac) 0.18(ac) 48% 28% 


Merger with Phelps Dodge agreed 
ratification by stockholders. Low-cost producer, 


D-2 upon subject to 








Salumet & Hecla ... 0.008(d) 0.66(d) 11% 16 


Company’s future obscure. No dividend prospects. 








1.77(4) NF 30% 


Operations greatly curtailed and, while dividend 

. ap- 
pears safe for the present, much 
recovery in metal prices. —_ 


D-2 








14 
0.00(a) 0.88(a) 18% 





A-2 Outlook improving with earnings increasing, 





,_% 
0.28(a) d(a) 


D-3 Unable to make money on present copper prices. 








22% 10 
NF 104 81 


Gold producer. In strong industrial and good asset 


Al and earning position. 








1,07(d) 0.64(1) 28% 18 


In poor position because of low metal prices.  Divi- 


D-3 dend reduction may be necessary. 








0.23(ab) NF 11% 4% 


Believed to be operating at a loss that renders com- 


D-4 pany’s future uncertain. 





0.16 20% 9% 


Domestic business held about steady In first 6 mos. 
cat below 1930. Dividend eut with current 
ent. 


0.40 C-1 








1.66(ab) NF 31% 


18 


Low-cost producer but output curtailed and dividend 


1.00 may not be earned. 


D-1 








2.50 0.27(ad) 27% 


14 





Apparently discounting inability to earn dividend this 


1.00 year, because of depression in copper. 


7.15 D-3 








0.94(ab) NF 10% 4% 


D-4 Present copper prices preclude profitable operations. 








7.58 NF 132 85 


104 


5.00 4.80 C-1 Dividend believed secure. Company sound. 





0.38(ab) 0.01(1) 14% 6% 


8% 


1.00 11.80 D-3 Copper prices unsatisfactory. Controlled by Kennecott. 








NF 58% 28% 


Improvement dependent upon eral metal minin 
O-2 outlook. we ‘ 








0.56(d) 0.22(d) 15% 6 


8% 


C1 Tin producer. Unsatisfactory results of past year 


show no indications of halt. ee 








0.50(d) 30% 14% 


16% 


Lead. Operating at loss. Div. redueed from $2 


1.00 6.66 C-2 —_* $1 rate, and declared through te end of 





U. 8, Smelting 0.08(8) 255% 18% 


16 


Co. in strengthened financial position as result of 


D-2 economies and improvements. 


1.00 6,25 





(B) First half-year earni: 


(1) First quarter earnings. 
(4) Deficit, 


(e) Estimated. NF—No figures available, 


— 








ngs. (3) Five months ended May 3ist. 
(ab) Before depreciation, 


(a) Before depreciation and depletion. 


(ad) Before taxes. 








(ac) Before depletion. 
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have combined to confuse the 

long term as well as the im- 

mediate outlook for the oil industry. It is not unusual 
for production of a commodity to run ahead of consump- 
tion, but it is decidedly unusual to find pioneering, develop- 
ment and exploitation of new sources of supply accom- 
panying a steady drop in prices which has carried them 
well below the levels at which either producers or dis- 
tributors can have the faintest hope of operating at a profit. 
Yet that is the situation in which the oil industry finds 


With Oil Earnings at Minimum, 
Stronger Units Maintain Stability 


EPRESSION prices for : - ; itself today in spite of all the 
D crude oil and for refined Dep si Emp hasizes Relative efforts and persuasion of the 

products, and persistent Merits of Petroleum Issues most foresighted among its 
expansion of producing areas, leaders. 


Against the background of 

gloom and confusion — several 

pictures are beginning to take shape. One of them is well 
illustrated by the accompanying tabular survey of the prin- 
cipal corporations engaged in the industry. It will be 
noted that the strong, well managed, thoroughly integrated 
units stand out in sharp contrast to the less efficiently con- 
ducted companies, even where the latter have endeavored 
to follow the lead of the others by distributing their ener- 

(Please turn to page 616) 






























































































































Position of Leading Petroleum Stocks 
; Earned Price Range Invest- . 
| Company Per Share | ——1931—, Recent Divi- Yield ment COMMENT 
1930 1981(B) High Low Price dend % Rating 
Strong cash ition. Continuing divds. despite 
EME. Sch Sis oeeac<édserewoaseeus 4.64 0.07(d8) 23 154% 18% 2.00 10,80 C-2 operating loss. gon me outlook only fair. 
Atlantic Refining ............ccssees 1.02 1.49(d) 23% 11% 16% 1.00 6.05 O-2 Divds. maintained in face of def, In strong position. 
Reports largest business in its history but at a loss. 
Barnedall ee ae re ee Actees 2.82(k) 0.80(d) 14% 5% 7% ee via C-2 Company in position to recover when industry turns. 
Cities Service ........cceceeesec sees NF1 NF1 20% 9% 10 0.30(2) 3.00(2) C-2 Long term speculation. 
Continental (Del.) ...--....-+..+00 0.05 0.68(d3) 12 5 8 ears =F ©-8 Poor outlook for balance of year. 
i 1 d 
General Asphalt ............ Se a abe wey om 8 on of rn eee 
_ 2 anes 235 NF 7% 38 687 oe 8 Oe 
oe ee ee 102 860.17 68%Heé=«iT:C(iti‘C 2 Ea aa 
Humble Oil & Refining ........... ; Pipe line earnings $1,000,000 monthly largely offset 
_ efining apace, Be NF 72 49% 60 2.00 3.33 C-1 oil losses. Subsid. of S, 0. of N. J. 
OMMMONS “iis dcccestechevetbeks 0.80(bt) 0.45(d)38 16% 5% 9 C-8 Prospect of early recovery not particularly good. 
Pan American B .............se000 4.02 NF 385% 2 29 1° 6m | 6(6o Se. ae pon ag 
Phillips Petroleum .......... ARTY 0.71 0.62(d) 16% 4% 9 C-8 pb mul ae Ba pool. Bag expansion @x- 
WIG UW OES os vor secgcaccascs 0.91 NF 20% 6% ii C-2 Merger with Sinclair may be announced shortly. 
| POF OM... ..essaseeeseessereeens .. 018M 0,18(3) 11% 5% “San aaa 
| Bio Grande Oil ....... jb sateen aes ee 2.73 0.05(8) 10% 8% eins ae C-3 Future vague. May enter Sinclair merger. 
| Paid $2.28 
Royal Dutch ........ 17.87 NF 42% 24% thi Strong cach aoeet peeition.. Getpat curtailed clase 
| Cece eee ceseereseses . Ss year— 
; no regular rate G-1 1930. Approx. par N. Y. shares $13.40. 
Seaboard Oil & GAS ......ccsscccee 0.48 0.04(3) 20% 10% ... C-8 Formerly Mexican Seaboard. Outlook fair. 
WO HDR 5 5565508 LS Se ven clas 1 immediate oatiook poor. Expansion of distrib. 
+++ 0.56(d) 169d) 10% 4% 6&5 ©-2 ‘acilities should facilitate ultimate recovery. 
. _ M lans under Involving Prairie Oll & G 
DOMES. saccp nares oratee Kees teseee 8,01 NF 15% 6% 11 C-2 Prairie Pipe Line poy Rio Grande. = 
Bkelly Oil .....cssseseeceeecceeceee 1989 0.94(d8).12% 38% 5 casts ee C-2 Outlook uncertain, 
Bocony-Vacuum ........sceeeeee seeee (L) (L) 18% 17% 19 1.60 8.40 C-1 Consolidation of Standard of N. Y. and Vacuum Oil. 
Standard of California .....:....... 2.88 0.438 51% 31% 39 2.50(4) 6.41 C-1 In good position to recover when industry turns. 
Standard of Indiana ............... 2.73 NF 88% 19% 328 wa 22 
Standard of New Jersey ..........0. 1.65 NF 52% 81 1 Company appears able to maintain extra dividend 
— % S1% 40 8.00t 5.00 O-1 di cite greatly reduecd earnings. 
dard of New York (8-V.) ...... NF NF 26 15 19 1.60 8.40 C-1 Merger with Vacuum strengthens position. 
ON Se et sonsece Oe Oe OR Oe 8 ee Oe eee 
Texas Corporation ....... eesecces oe L683 NF 6: Has strong position in the industry, but greatly low- 
8% 18 sia 2.00 8.38 0-1 ered earnings may force dividend revision. 
Texas Pacific Coal & Oil....... veces 1,04(4) 0.74(d) 6% 2% 4 C-3 Outlook unsatisfactory. 
Tidewater Associated ...........- +. 0.76 NF 9 4 5 aes ga: O-3 May merge with Sinclair. 
oa Oil of California ..........0. 2.19 0.43 26% 14 16 2.00 12.50 C-2 Earnings poor; dividend outlook uncertain. 
SOMUM WH MEeWeE ca ccseckscckacena, Wee NF 69% 22% 44 2.00 4.77 O-1 Merged with S. 0. of N. Y. See Socony-Vacuum. 
(B) First six months, + Partly extra. _NF—Not available. NF1—Available only before deduction of reserves. 1) Before reserves f 
farreciation. (2) Plus 6% in stock. (3) First three months. M—Year ended March $1, 1931, (L)—Co. not vieuel until July, 1981, 
) Plus 2% in stock. (8.-V.)—See Socony-Vacuum. (bt.) Before taxes. (k) Combined A and B stock. 
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Motors and Accessories Adjust 
Themselves to Lower Volume 


T's outstanding factor 


in the automobile in- 

dustry during the cur- 
rent year has been the con- 
tinuation of the rather sharp 
falling off in demand which 
may be said to have started with the 1929 crash in the 
stock market. In the first six months of 1931, there were 
produced in the United States only 1,568,478 motor 
vehicles, a decline of about 29% from the corresponding 
period of 1930 when 2,198,580 vehicles were produced. 
Total output for the full year will probably not exceed 
2,800,000 passenger cars and trucks as against 3,355,986 
in 1930, and 5,359,090 in 1929 the peak year. 

Never before has the automobile industry shown two 
successive years of decline, so that the trend displayed this 
year may well raise the question whether the industry 
has passed its peak and is now entering a stage where the 


Replacement Demand 


Increasingly Important 


most that can be looked for 
is a replacement market. In- 
deed, the current year will 
probably find that total regis 
trations in this country have 
decreased, indicating that cars 
are not being replaced as fast as they are being scrapped. 
The popularity of the motor car, however, has not suffered 
because statistics show that gasoline consumption is higher 
this year than ever before. The usage of motor cars has 
increased. It is, therefore, only a question of time before 
the full force of replacement demand is felt and this in 
itself is estimated at over 3,500,000 units. And when busi 
ness conditions are again normal, new buyers of cars will 
enter the market and add their demand to the replacement 
demand. Increase in registrations, however, will probably 
be much more gradual in the future than they have been in 
the past years. 








Position of Leading Motor Shares 





Earned 
Per Share—, 
1930 1931 


Price Range 
High 


-——19381——,, Recent 
Low Price 


Invest- 
Yield ment 
% Rating 


Divi- COMMENT 


dend 





5.48(1) 12.09 
6 mos. 


295% 101% 


144 


10.8 C-2 Has achieved outstanding success during peried of 
depression, but fature prospects more moderate. 


$4.00 
+8% st. 





0.51 
6 mos. 


25% 12% 


23 


Success of new Plymouth models promises recovery in 
earnings. Strong financial position. Dividend ap- 
pears safe. 


1,00 4.4 C-2 





1.83 
6 mos. 


31% 


Sceond quarter results better than last year. In 
view of good earnings, dividend will probably be con- 


C-1 
: tinued. 





8% 


loss 
6 mos. 


Profits difficult for company under present Intense 
competition and lower volume of business. 


C-4 





0.33 11 


Al- 


Some improvement in sales reported recent! a 


ently. 
though not being earned, dividend will probably 
continued. 


C-8 





5% 


Has maintained strong. financial position, but reeovery 
of earning power delayed by depressed conditions. 


C-3 





In strong trade position. Dividend may be reduced 
again in view of low earnings. 


C-1 





Pending recovery in earning power, dividend will 
probably be reduced. Company in sound position. 


C-2 





New models well received; cost of developing which 
was absorbed in first half caused loss in first haif. 
Outlook not particularly optimistic as yet. 


0-2 





While strong cash positions permits payment of divi- 
dends, conservatism may induce suspension until 
earnings recover. 





Falr operating results being shown in fate of de- 
pression. Dividend probably will be continued. 





NF 


Establishment of earnings awaits business recovery. 
Large cash resources make It possible for continuing 
dividends. 





nil 
6 mos. 


Better results this year on lower volume. Earned 
$2.40 a share on 7% preferred In first six months 
against $1.08 last year. 





loss 
6 mos. 


15% 


Made slight profit in second quarter, but real earn- 
ings depend on business improvement. 





(1) Year ended Nov. 30th. NF—No figures available. 
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One of the characteristics more peculiar to the motor in- 
dustry than to any other industry is the sudden but 
gartling success of certain individual concerns. engaged 
therein. It has been thoroughly demonstrated ‘that the 
ublic wants novelty either in equipment or in design and 
the manufacturer that can deliver this in a way that catches 
the public will stand to benefit tremendously. 

With one or two exceptions, earnings of the parts and 
accessories companies were substantially below the levels 
of last year, the result chiefly of the sharp drop in original 












ed for ff equipment business and the generally unsatisfactory profit 
t. In ff margins. Replacement business is relatively much better. 
ar will § This is particularly true of the tire trade and as the replace- 
| regis —f ment business as a rule permits a more satisfactory margin 
y have ff of profit, the outlook for the stronger units in this par- 






iat cars 


ticular industry is more promising than for the past two 
years. Before real progress can be made, however, the 
evil of sharp competitive practice must be overcome. 

Security prices of automobile and accessory companies 
have been severely deflated and unquestionably some of 
them represent attractive opportunities for the long pull. 
The general outlook, however, is still not clearly defined 
and as the securities do without question contain a large 
measure of the speculative element, considering the nature 
of the industry, investors may well follow a cautious policy. 
The outlook for specific companies should be watched as 
much as the outlook for the trade as a whole. 

Declining earnings have made many dividend reduc- 
tions necessary in the past year, and further cuts will no 
doubt be made if earnings do not start recovering soon. 
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my Position of Leading Tire and Accessory Stocks 

before 

this in Earned Price Range Invest- 

~ Company --Per Share-, ——1931——, Recent Divi- Yield ment COMMENT 

n. busi- 1930 981 High Low Price dend % Rating 

rs will i Earnings about te as last year, but should 

onal Bendix Aviation ........0.s.csceees 0.56 NF 2% 14% 21 190 «460 BS is eaented tp eb uate Fagg Boecgpon 

obably Bete WETMEE: ooc000 seeks dec cdclesees 1.66 0.77 80% 14% 19 1.00 6.3 B-2 Earnings sharply under 1930 level, but dividend 

een in 6 mos, will probably be earned. Good prospects ahead. 
Briggs Manufacturing .........se+0. 2.01 Ph 22% 8% 14 1,75 12.5 C-1 Readjustment of dividend likely in view of lower 

mos, earnings. 




































Bolin AlGMIBGM 60.00 cceccccesssecce 2.05 2.62 40% 20% 39 1,50 3.8 B-1 Diversification. has aided company’s earnings. Good 
6 mos, prospects ahead. 
Earnings for first six months equal to $2.16 a share 
E. G. Budd Mfg. Bhs atseeksceesuss nil 6 nil 5% 2% 3% 0-4 on preferred. Aceumulations on preferred obscure 
met, possibilities on common. 
Continental Motors ....... ececcccces loss loss 4% 2% 2% C-8 Recovery of earning power depends on gain in busl- 
6 mos, ness. Outlook not encouraging. 








0.81 
6 mos, 


Eaton Axle & Spring 21% 9% 15 





ee rerereerreces 








Is adding new products to diversified line. Dividend 
may be ¢ut again. 


1.60 10.6 C-3 











2.94 
6 mos. 


Electric Autolite 74% % 43 









Supplies 60% of starting, lighting and ignition 
equipment to trade. in view of lowsr earnings and 
less favorable finaneial position, div. cut likely. 


6.00 13.9 B-2 








B. F. Goodrich ......vscccccssccccce 20% 8% 14 









Operations recently run at profit after long period 
of readjustment. Dividend resumption still out of 
question at present. 


C.2 








1,06 
6 mos. 


Goodyear Tire & Rubber 50% 30% 43 









Replacement tire business about 15% above last 
, but earning power must be strengthened If 


3.00 year, 
dividend is to continue. 


71.0 








Kelly-Springfleld 8% 1% 









Nothing paid on common ‘since 1921. Large ac- 
cumulations on preferred Issues and lack of earning 
power make common a dubious speculation. 


C4 








Kelsey Hayes Wheel 29% 9% 









Largest manufacturer of automobile wheels, Dividend 
regently omitted to conserve cash. One year exten- 
sion granted by bankers on note Issue. 








0.56 
6 mos. 


Marlin Rockwell 18 





325% 18% 


Peer rere eresesees 





2.00 10.8 C-2 Strong financial position, but sharp drop in earnings 


this year point to a dividend adjustment, 








19% 8% 10 









Satisfactory financial position. Dividend eut twice 
pl but earnings probably much below current 
e. 


1.00 10.0 C-3 








RUSTAY OUND. aviiee oss sss sanscessene 0.29 Proesen 18% 6% 
mos. 









Large depreciation charges cut net earnings, but large 
volume of business needed to show earnings on com- 
mon, whieh would warrant dividend payment. 













Lower requirements of automobile manufacturers has 




















8 pKa ore yekeee tcey S 

Moet MEE. ..sccenssecereseesseoens ~ Pal 11% 8% 9 v-9 Impaired earnings. Ecoromies are being made which 
; Bs will aid in restoring profitable operations, 
Second quarter showed profit of 8 cents per share on 
Stewart Werle cs, cccaerscssinagies 0.98 ou 21% 8 11 O-2 common. Development of new products should ald 
ee recovery. 

‘ Curtailed auto production has affreted sales and 
Timken Roller Bearing ...........+6 3.12 1,02 59 29 32 2.00 6.2 C-2 earnings. Good long term prospects, and may ¢on- 
6 mos, tinue present rate In view of large cash or equivalent 


resourees. 

















United States Rubber ............. loss loss 20% 10% 14% C-4 Tire business at better levels than last year, bet 
6 mos, Intense competition prevents earnings. 

Young Spring & Wire.............5 3,14 1.47 29 144% 17% 3.00 17.1 C-2 Company in goed position to recover when motor In- 
6 mos. dustry revives. Dividend likely to go lower. 








NF—No figures available. 
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Position of Leading Chemical Stocks 





| , Earned Price Range Invest- 
Company _ cPerShare— ——1931—,, Recent Divi- Yield ment COMMENT 
1980 1931 High Low Price dend % RBating 
Earnings would appear te cover present dividend rate 
RES Bekeetem occ ccccccccccccccocce SOOe 2.48(1) 108% 70% 83 8 3.6 B-1 by a sufMfieient margin to warrant continuation. Large 





holdings of U. S. Industrial Alcohol disadvantageous, 
ee ng that <—- 4 veoh ae $0 far this 
year. As company Is ari ucer of syn- 
sveccens OT NF = 168% §= 108% thetie nitrogen in the country, the world over-pro- 
duction in this product is eausing some alarm. 
Fertilizer division probably hard hit.. Near-term 
aaet ed he : #¢§ resumption of dividends remains problematical. 
Prices for both carbon black and gasoline depressed, 
Columbian Oarbon .........sssescce 5,04 1.04(2) 1115, 65 but natural gas sales increasing. Recently omitted 
extra dividend, 
First half earnings fail to cover dividend require- 
cocccccccccccce OF -46(1) 21% ments and, as the company Is expanding rapidly, a 
movement to conserve eash might possibly be initiated. 
Davi Chemi Fertilizer business probably affected by agricultural 
estan Gal acccsesssccecccces SOHT ur 88 pee oe conditions. Little recent information available. 
Manufacturing side dog —— it busl- 
Drug Ino, . bobesousececee ness very well sustained. Earnings for half of 
—_ sad 18% present year estimated to be slightly over $3 per 
share. 
Large proportion of earnings from investmcat in 
du Pont de Nemours . . 2.23(1) 107 . General Motors. Ineome covers dividends. Reduction 
of present rate in near future appears very unlikely. 
F Drastie recession in earnings and the controversy over 
reeport Texas ......seeeesscceseee 1.62(1) 48% f tax valuations makes the eompany’s immediate future 
diffenit to gauge. 
: Very generous dividend being earned by fair margin. 
Lambert ....scerserersecsceecsavece &77(1) 87% No reduction need be anticipated unless earnings 
should slamp unexpectedly. 
oe business oe, — and the = 
hot weather should contribute much to revenues, but 
Liquid SeUUNED wectccbcanes teeecces NF 55% F there Is no basis for conjecture as to whether earn- 
ings will, or will not, warrant the continuation of 
the present dividend rate. 
The conservative management of this company Is 
-80(1) 381% O-1 unlikely te continue paying an unearned dividend 
for any length of time. 
Earnings impressive for the first six months of the 
Monsanto Chemical ........... eT 1.66(1) 28 B-2 present year and, if sustained, there should be no 
question as to the present dividend. 
Sharp decline in earnings reezntly reported. Assess- 
Texas Gulf Sulphur .. 5.50 1,72(1) 55% 29% C-1 ments for tax purposes ralsed. Earnings for second 
quarter barely cover dividend teqoirements. 
Present dividend rate not being earned, although 
Union Carbide & Carbon............ 93.12 1.01(1) 72 43% +58 F B-1 the eompany should benefit shortly from the develop- 
ment of new prod 
U. 8, Industrial Aloohol ............ D D 7% 24% 30 as ope i or oe 


Westvaco Chlerine . 2.51 1.88(1) 40 18 19 2 10.5 0-3 per! earnings affected by conditions in the silk 


(1) Six months ended June 80. (2) Three months ended March 31. * Pl; . 
enti aie sen eee us extras. D —_— NF Not available. f Fiscal year ended 


SE 
Position of Leading Food Stocks 


Company Type of P A tan R t oe : 
Per — ——, Recen Divi- Yield ment COMMENT 
Business 1930 1931 High Low Price dend % Rating 
Armour “AP ...0col Reported to be effecting economies, but dividends 
eats D NF 4% 1% 2 eoce ove C-2 unlikely for some time. 
a ip A a — and — one fe 
Beatrice . Dat should no difficulty in maintaining presen 
er ry products NF 53% a B-2 dividend despite reeent disquieting rumors per- 
taining to the industry. 
Beech-Nut Packing. Pack f Value of trade-marked food products attested by 
age foods 44% earnings. Dividend covered by large margin. 
‘ Recently stated officially that gross business so 
Borden ......++e0eDairy products 47 : far this year was off about 15%, but that the 
reduction in net was very much smaller. 
Last ag 2.077 adversely affected by — 
c ventory losses. is year is expected to 
alifornia Packing .Canners 53 20% somewhat better than last with real Improvement 
making Itself felt dering 1932. 
‘a? Company’s recent business reported Improved. 
Cont. Baking ‘‘A’’, . Baking 80 9% eves coe Dividend outlook for this issue, however, still 
somewhat obscure. 
Current earnings appear ample for regular divi- 
Corn Products .....Starch, syrup, etc. 865% 67 4.5 dend requirements, but the payment of further 
extras must be considered an open question. 
Business officially reported to be holding up well 
Cudahy Packing ...Meats \e NF 48% 35% 40 10.0 this year. Wo late earnings available on which 
to forecast dividend payments. 
, Capital structure recently readjusted. New 
General Baking ....Baking 146B 235% 17% 22 9.1 ‘Bond’? Bread witn Vitamin ‘‘D’’ expected to 
be an important factor in futere earnings. 


(Please turn to opposite page) 
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Position of Leading Food Stocks—Continued 

















Earned Price Range 

Company Type of --PerShare— -——1931——, Recent Divi- COMMENT 
Tale Business 1980 1981 High Low Price dend 
-arge Earnings ample for present regular dividend rate. 
us, General Foods .....Package foods 3.63 1,98(1) 56 43 52 8 ‘ Company eoncentrating upon new products. 
this Earnings, aided by the low prices of raw ma- 
oye Hershey Chocolate..Chocolate, eto. 7.89 5.43(1) 108% 83% 101 5 i terials. Even extras possible. 
_ The disbursement of further extras may be some- 
eiake Loose-Wiles 1,70(1) 54% 4% 48 g what doubtful, but there ought to be no difficulty 
term in maintaining present regular rate. 
ew ’ Company failed to eatn dividend requirements 
sed, National Biscuit ... Baking 1.86(1) 838% 65% 60 first half. Seasonal nature of business, however, 


may result in coverage for full year. 
P Earnings appear to be adversely affected by price 
National Dairy ....Dairy products 1,68(1) 50% 26% cutting and other factors. Dividend, however, 
is well covered. 
First six months earnings before Federal Taxes 
Penick & Ford ....Corn products NF 464% 28% off considerably, but present dividend rate not 
thought to be in danger. 
Business hard hit during the first part of the 
year, but the improvement in April was such 
55% 24% that management believed present rate could be 
maintained. 
1.22 20% i Present dividend barely covered, but company’s 
profits unlikely to show much further recession. 
Small margin over dividend requirements. In 
2.08A 30% 24% order to improve earnings company is contemplat- 
ing expansion into other fields. 
4 While somewhat affected by the depression, 
United Biscuit .....Baking 4.01 41% 31 present dividend is being earned by a substan- 
tial margin. No reduction in prospect. 


Ward Baking ‘‘A’’. Baking 0.26 nil 271% 6% 14 a Earnings must improve greatly to warrant the 
~ howe payment of dividends. 
































*Plus extras. (1) Six months ended June 30, NF—Not avail able. A—Year ended Nov. 1, ’30. B27 ‘ 
pair 4 =" May 31. D—Year ended June 30, ’80. E—28 weeks ended July 11. F—Year ended Feb. 28, Pel ey Bes eB 
une 20, ° 


Position of Leading Merchandising Shares 


Earned Price Range Invest- 
Company 4 --PerShare— ——1931——, Recent Divi- Yield ment COMMENT 
19380 1981 High Low Price dend % Rating 
Associated Dry Goods .........+-.-. S41) 2083) 99% 16% 20% 2.60 1.2 Bg Sales of slightly Grst part of yoal- | Unless promt 


Best & Co., Inc 4.20(7) 4,15(7) 46% me ©. 2 ee 


First National Stores, Inc 5.30(M) 4.99(M) 59 61 mse Eee ee 
F. & W. Grand-Silver Stores 3.59 NF 25% 15 1.00 8.7  B-2 Reporting moderate sales increase, and earnings per 
+2% stk. share may be somewhat higher this year. 
Is continuing moderate expansion program. Earnings 
W. 5. Geant O 8.08 ial 89% 2.6 B-2 per share likely to be higher this year. 
i Earnings running ahead of last year. May go on a 
Pe ae _ Po ses+ eee ‘Be dividend basis in near future in view of strengthen- 
“ ing position. 
Operates chain of 27 dept. stores. Through cen- 
Hahn Dept. Stores 1,.84(3) 0.71(J) sees eee B-4 tralizing operations is effecting economies, but near 
term outlook only mediocre. 
Interstate Dept. Stores .......00+-. 2.08 1,25 2.00 B-2 Recently reporting good gains. In good financial 
6 mos. and inventory position. Fair dividend margin. 
Jewel Tea Co. 6.09 2.75 57% 4.00 Earnings running below last year, but dividend ap- 
28 wks. pears reasonably safe. Exeellent past record. 
Outlook is for higher earnings per share this year. 
8. 8, Kresge Co 1,90 NF 29 1,60 Gross sales first seven months about same as last year. 
Sales holding up practically to last year’s level. Low 
8. H. Kress & Co NF 55 1.00 2 dividend relative to earnings permits expansion with- 
out outside financing. 
KE aking r Inereasing profit through weeding out poor stores and 
ssattaidandiadiies ne 85% 1.00 ; improving efficiency. Could pay more, but probably 
a will defer such action. 


R. H. Macy & Co......e.eeceoes 6.70(3) 4.81(5) 106% 















































3.00 Gains expeeted this year. Favorable outlook, and 
+5% st. issue possesses investment merit. 

Cash dividend raised from $2 to $2.50 and stock 
co. acl er). wee ae a8 2.50 : div’d discontinued. Foe BE position. 
Montgomery Ward & Co............ d0.22 40.47 29% 15% saat fet Has improved financial and inventory position. Small 

: 3 mos. profit from operations in second quarter. 
National Tea Co : 0.51 24% 18 ; ; Earnings tiend downward for last two years. Dividend 
6 mos, =. Beagte. barely earned first six months, and may be revised. 
Se Dic ccietvecdcceses coe 1.46 39% 28% First six montas earnings 28% above last year, 
6 mos. covering dividena by comfortable margin. 
Through merger with MacNarr Stores has become 
SEES: ae: Se . 2.60(0) 65% 88% . . nus. aged grocery ehain. Dividend covered by 
spite small margin. 
Sears, Roebuck & Co R 1.21(a) 63% 40% 658 ¥ B-1 Operating economies benefit earnings. Full year re- 
28 wks. sults will probably show dividend covered. 


F. W. Wool y Reporting sales gains recently. With profit. margin 
canes bas - 7% 4% 78 aiead ve Bl greater than fast year, earnings probably higher. 





























NF—No figures available. J—Year ended Jan. 3lst. M—Year ended March 3lst. Jl—Year ended July Slst. (1)—Six months ended 
January, 1931. (e)—Estimated, (a)—Before Federal Taxes. 
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DELAWARE & HUDSON 


5%s, 1937 








Medium Term Rail Bond 


For Income 


Parent Company’s Cash and Marketable Investments 
Almost Equal Total Amount of Bonds Outstanding 


reference to the bonds of the 

Delaware & Hudson system— 
the cash account or its equivalent in 
marketable investment securities is 
almost as large as the total amount of 
bonds outstanding. The bond obliga- 
tions, as the senior securities, therefore 
occupy an exceptionally strong posi- 
tion at the present time, but ignoring 
the aforementioned situation the rail- 
road properties of the company have 
an enviable earnings and dividend 
record which entitle the bond issues 
to a high investment rating. 


The Gold 5!4s due 


\ UNIQUE situation exists with 


By Ronatp P. Hartwe.y 


money mortgages upon any of its lines 
of railroads, or branches, leaseholds or 
trackage rights, rolling stock, equip- 
ment or other railroad property unless 
effective provision is made in such new 
mortgage or deed of trust that the 
bonds of this issue shall be secured by 
such mortgage or deed of trust ratably 
with any other indebtedness secured 
thereby. 

The railroad properties formerly 
owned by the Delaware & Hudson Co. 
in the United States were transferred 
on April 1, 1930, to the Delaware & 
Hudson Railroad Corp., the former re- 


son Co. also owns the entire stock of 
the Hudson Coal Co. which operates 
large coal properties, and of the 
Napierville Junction Railway, a Cana- 
dian property. 

The railroad properties of the Dela- 
ware & Hudson extend from Wilkes- 
Barre and Scranton, Pa., in the an- 
thracite coal region to Binghamton, 
Albany and northern New York State 
and joining at the international 
boundary with the Canadian portion 
of the system which provides connec: 
tion with Montreal. The bulk of the 
tonnage of the railroad consists of 
anthracite coal, this com- 
modity. contributing 43% 








May 1, 1937, although 
an unsecured obligation, 
are a sound medium for 
investment and at current 


Earnings Record of 
Delaware & Hudson Co. 


of its’ total revenues in 
1930. 

The segregation of the 
coal properties of Dela- 


price of about 105 return 
slightly better than 442% 
to maturity, but if called 
prior to that date at their 
redemption price will af- 
ford the purchaser a yield 
substantially above this. 
The issue is outstanding 
in the amount of $7,500,- 
000 and is preceded by 
$51,327,000 prior lien 
and equipment trust 
bonds. 


ware & Hudson Co. in 
1927 provided the com- 
pany with a large amount 
of cash. These coal prop- 
erties were sold to the 
Hudson Coal Co., the 
consideration being $35,’ 
000,000 in the latter com- 
pany’s first mortgage 
bonds which was _ subse- 
quently sold in the open 
market and the proceeds, 
$33,425,000, received in 


Total Available Times 

for Fixed Charges 

Fixed Charges Earned 
$10,927,166 
14,133,510 
8,698,601 
11,346,002 
12,578,186 2.64 


28,470,303 4,891,728 1.43 
*Earnings for nine months ended Dec. $1, 1980, of Delaware & 
Hudson R. R. Corp. 


1,92 
2.42 
1.55 
2.28 


42,753,526 




















The Gold 5's of 1937 
are a direct obligation of the company 
but not secured by a mortgage on 
property. Under the provisions of the 
indenture, however, the company cove- 
nants not to create any new mortgage 
or deed of trust other than purchase 


592 


ceiving in return the entire capital 
Stock of the latter and becoming there- 
by purely a holding company. The 
bonds of the Delaware & Hudson Co. 
were in turn assumed by the new op- 
erating company. Delaware & Hud- 


wen 


the Delaware & Hudson Co.'s treas- 
ury. In furtherance of the plan for a 
fifth trunk line by Leonore Loree, the 
aggressive leader of Delaware & Hud- 
son, ,large blocks of the stocks of 
Wabash and Lehigh Valley were pur’ 
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chased, but later when the I. C. C. 
refused to sanction this plan, these 
holdings were sold to Pennsylvania 
Railroad at a profit estimated in the 
neighborhood of $20,000,000. 

The cash and the net quick assets of 
the company were further enlarged 
late in 1928 when Delaware & Hudson 
disposed of its traction and bus in- 
terests which had been showing heavy 
deficits for some time for a price re- 
ported at about $1,250,000, and in 
July, 1929, through the sale of the en- 
tire physical properties of the Quebec, 
Montreal & Southern Railway to the 
Canadian National Railways at a price 
reported at about $6,000,000. 

The investment account of Delaware 
&? Hudson Co. as of March 25, 1931, 
had a market value of $56,060,000 and 
was comprised of United States gov- 
ernment bonds to the extent of 4.13%; 
state and municipal bonds 15.56%; 
Canadian government, province and 
municipal bonds 0.45%; domestic pub- 
lic utility bonds 15.76%; Canadian 
public utility bonds 0.99%; railroad 
bonds of affiliated companies 8.08%; 
railroad bonds of domestic companies 
17.79%; railroad bonds of Canadian 
companies 1.43%; domestic industrial 
bonds 4.96%; foreign industrial bonds 
0.26%; foreign government bonds 
6.90%; preferred stocks 17.33%; guar- 
anteed stocks 6.36%. 

Against this fund of about $56,000,- 
000 there are bonds outstanding in the 
amount of some $59,671,650, and an 
additional $11,030,000 bonds guaran- 
teed as to principal and interest. The 
$59,671,650 bonds mentioned are now 
assumed by the Delaware & Hudson 
Railroad Corp., the company organized 
last year to take over the railroad prop- 
erties of the Delaware & Hudson Co., 
but were originally obligations of the 
latter. The assumption of the com- 
pany’s bonds by the railroad operating 
company has not relieved the Delaware 
@ Hudson Co. of its liabilities on the 
bond issues so far as the holder is con- 
cerned. 

Under the new set-up, the earning 
power so far as the bonds are con- 
cerned will be considerably less than 
formerly because only earnings derived 
from the railroad properties are re- 
ported as applying to bond interest 
charges. A more accurate way to de- 
termine the earnings position of the 
bonds would be to include the income 
from the investments and other sources 
as applicable to bond interest as was 
done formerly. The income account 
of Delaware & Hudson Railroad Corp. 
last year covers the nine months’ peri- 
od April 1 to December 31, and shows 
fixed charges (including interest on 
bond issues and rents for leased roads) 


(Please turn to page 609) 
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Bond Buyers’ Guide 


NotE.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue is not 


intended as an indication of its relative investment merit. 


Readers 


should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 
be directed to our Personal Service Department. 


Railroads 


Prior 


Interest Current Yield 


Liens Times Call Recent In- to 
(Millions) Earned* Price Price come Maturity 

New York Central Deb. 6s, 1935........ 630.2 1,54 110 107 5.6 4.1 
Atchison, Top. & 8. Fe 4s, 1955........ 273.3 3.77 110 97 4,1 4.2 
Illinois Central Ist 4s, 1951............ uine 1.5 (N) 95 4.2 44 
Southern Pacific Ist 4s, 1955............ 12,4 2,0X 105 98 4.3 4.5 
Pennsylvania Gen. 4%s, ‘‘A,’’ 1965..... 184.0 1.9 (N) 100 4.5 4.5 
Pennsylvania 5s, 1964 ........ccesecoee sae 1,81 102T 104 4.8 4.7 
Rock Island-Frisco Terminal Ist 4%s, 

EPPA rer (d) x 102%T 96 4.7 4.9 
Central Pacific Guar. 5s, 1960....... lc 1.91 105 (’35)T 100 5.0 5.0 
Chic. & W. Indiana lst Ref. 54s, 1962.. _ x 105 105 5.2 5.2 
Carolina, Clinchfield & Ohio 1st & Cons. IF 

Oy PRN cad b os 500s sone decincensd (b) 14.2 x 1074%T 109 5.5 5.3 
Great Northern Gen, A 7%, 1986..... (b) 189.8 1.98 ee 107 6.5 5.4 
Nor’n Pacific Ref. & Impr. 6s, 2047.(a) 165.6 2.12 110 (’86) 106 5.7 5.7 
Balt. & Ohio Ref. & Gen. 6s, 1995...(a) 285.3 1.64 107144 (’84) 103 5.8 5.8 
Southern Railway Dev. & Gen. 6s, 1956. 133.8 1.51 SP 102 5.9 5.8 

Public Utilities 
Pacific Gas & Elec. Gen. Ref. 5s, 1942.. 29.0 2.67 105T 106 4.7 4.8 
Indiana Natural Gas & Oil Ref. 5s, 1986 .... 8,02 ee 102 4.9 4.5 
Utah Power & Light Ist 5s, 1944....... 2.26 105 103 4.9 4.7 
Consol, Gas of N, Y. Deb. 5%s, 1945. (a) 191. i 5.51 106T 108 5.1 4.7 
Montana Power Deb. 5s, 1962....... a 3.3 2.25 105T 103 4.8 4.8 
Arkansas Power & Light Ist & Ref. 5s,!7]\ |! | j 

ST ic Bid ai aa'-s keke che S4uaueee (ce) 2.0 2.26 105 100 5.0 5.0 
Hudson & Manh’n Ist Ref. 5s, 1957..(b) 5.9 1.53 105 98 5.1 5.1 
Columbia Gas & Elec. Deb. 5s, 1952.. 3.27 105T 99 5.1 5.1 
Northern Ohio Tr. & Lt. Gen’l & Ref. és, 

DER CEMEES. 5 50.5405 Gu Miged eG 06.0506 (a) 8.4 2.79 110 108 5.6 5.3 
United Lt, & Rys. 1st Cons. A 6s, [¥|! ] 

CREA er Or ror re @) 11.3 2.15 (N) 108 5.6 5.4 
New ries P. 8. Ist & Ref. A 5s, Wy iy ty a | 

An Mk eS abe AeA Ohad a © cegiste eu oe (a) 9.7 1,37 104 98 5.4 5.5 
Standard Gas & Elec. 6s, 1935.......... 432.2 1,42 1038 101 5.9 5.7 
Duke Price Power Ist 6s, “A,” 1966.. 36.7 1.41 105%T 104 5.8 5.7 
Amer. W. Wks. & El. Deb. 6s, 1975. (a) 12,7 1.42 110 103 5.8 5.8 
Standard Gas & Elec. 6s, 1966...... (b) 482.2 1.42 105T 98 6.1 6.1 

Industrials 

— Steel & Ord. Conv. Coll. 5s, | 

5 st RY Na Ee AOR 4.34 105 104 4.8 4.1 
alls yt a a, (a) 5.39 108T 101 4.9 4.8 
Gulf Oil Deb. 5s, 1947.............. ¢c) 2.99 104AT 102 4.9 4.8 
Sinclair Pipe Line | ga (a) 5.80 103 102 4.9 4.8 
National Dairy Prod. Deb. 5%s, °48..(a) 7.62 105T 102 5.1 5.1 
Youngstown Sh. & Tube Ist 5s, 1978. (a) 2.93 105T 97 5.2 5.2 
Chile Copper Deb. 5s, 1947.......... (a) 4.81 102T 86 5.8 6.4 
International Match Deb. 5s, 1947....(a) 5.67 108T 83 6.0 6.7 

Short Terms 
Humble Oil & Ref. Deb. 5%s, ’82...(b) 7.84 102%A 102% 5.3 a 
Smith (A. 0.) Ist 8, F. 6%s, 1988..(a) 22.76 101T 103 6.3 4.7 
Middle West Utilities 5s, 1998......... 881.6 1.42 101% 961, 5.2 6.9 
Convertible Bonds 

Am. Tel. & Tel. Conv. 4%s, he ..Com.@175.4 6.10 105 129 3.5 a 
Atch., Top. & 8. F. Deb. Mg ..Com.@166.6 3.77 102 113 4.0 3.5 
N. ¥., N. H. & Hart. 6s, Piwaw oe Com.@100 1.92 atid 114 5.3 4.8 
Baltimore & agg Conv, rig ’60....Com.@120(h) 1.64 105 86 5.2 5.5 
Texas Corp, 58, 1944.........++.0.8. Com.@70 8.24 102T 94 5.3 5.7 
Inter’l Tel. & Tel. Deb. 4%s, ’39....Com.@63.9 2.27 102% 90 5.0 6.0 


11 Bonds are in $1,000 denominations only, except (a) lowest denomination $500, 


A 
(b) $100, * On total funded debt. 


A—Callable as a whole only. 
by proprietary companies. 


T—Callable at gradually lower prices. 
(c) Listed on New York Curb. 


X—Guaranteed 
(d) Available over-the-counter, 


pr 
(h) Convertible after February 1, 1981. (N) Not callable until 1947, 






































BALTIMORE & OHIO 








B. €? O. Wins Favor and 
Builds for Future 


Popular, Progressive and Co-operative Policies of This Railway, 
Combined with Prudent Management, Reassuring to Investors 


66 E B. @& O. is 
getting what it 
goes after. I like 

the policy of the manage- 
ment of that road. It is 
sure to win. As the general 
business depression lessens 
and railroad traffic and 
earnings pick up, you will 
see marked improvement 
in B. & O.’s earnings. 

Some day its securities 

will be decidedly higher.” 

Thus spoke a railroad 
banker of many years’ 
experience, who has 
given close attention to 
the Baltimore & Ohio 
and its affairs during all 
that time, and who has 
been intimately identified 
with its rapid expansion 
in recent years. 

“People like the B. & O. They like 
the way they do things. Take this 
illustration. I wanted to ship a car- 
load of freight from Philadelphia to 
Chicago in a hurry. I called up the 
chief competitor of the B. & O. in our 
city and was told that I could not get a 
car until the next day. I called up the 
B. & O., and was told that I would 
have a car inside of an hour. I got it. 
The car was loaded rapidly and 
switched into a fast freight train that 
night. Mind you, it was well along 
in the afternoon when I first called. 
The consignment reached its destina- 
tion on schedule time. That's real 


These words of commendation came 
from a prominent manufacturer in the 


594 


By Prerce H. Futton 


Travelling in Cool Comfort 


“City of Brotherly Love.” They speak 


for themselves. 
Pleasing the Passenger 


“I like to travel on the B. &. O. 
passenger trains. I do not refer pri- 
marily to those marvels of comfort in 
hot weather, made so recently by a 
scientific cooling and conditioning of 
the air that completely dispel high 
temperature and humidity. Every one 
connected with the service on B. & O. 
trains does his. utmost to please. The 
cars are comfortable and clean and 
the meals excellent. The trains run 
on time. What more could you ask 
for?” 

These words came from a prominent 


business man who makes 
frequent trips between 
New York, Washington 
and Chicago. 

“There’s a reason,” in 
fact, there are several rea- 
sons for these statements 
from railroad banker, 
shipper and passenger, all 
highly gratifying to the 
B. & O. management, and 
equally important to own- 
ers of its securities. Here 
are the reasons boiled 
down to a few words: 
Courtesy everywhere and 
under all conditions upon 
the part of officials and 
employees in dealing with 
the traveling and shipping 
public, and determination 
on the part of the execu: 
tives to co-operate with, 

and not to oppose, all state and federal 
supervisory and regulatory bodies. 

When George M. Shriver, senior 
vice-president, or former Governor J. 
J. Cornwell of West Virginia, now 
general counsel of the B. & O., go be 
fore the Interstate Commerce Com- 
mission or state commissions, they say, 
“Gentlemen, we are here to do, as 
nearly as we may, what you would 
like us to do. Please indicate your 
pleasure.” 

Witness the results—the granting of 
authority to acquire the Buffalo, 
Rochester & Pittsburgh, Buffalo & 
Susquehanna and the Chicago & 
Alton. To be sure, that body, some 
time ago, directed the B. & O. to give 
up its holdings of Western Maryland, 
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which amount to working control, but 
there seems to be a fair chance of this 
order being rescinded in due time. The 
date for divesting itself of this stock 
has been further extended (the third 
time) to January 13, 1932. In the 
meantime the stock is to be held by a 
trustee approved by the Commission. 


Strengthening Its Position 


The foregoing gives a rough idea of 
how the B. & O. is regarded in three 
important circles, banking, shipping 
and traveling public. It is now in 
order to see what the B. & O. really 
is as a railroad, what it has been doing 
most recently to strengthen its hold 
upon its territory, to enter somewhat 
into new territory, all with a view to 
materially increasing its earnings. 

As of December 31, 1930, this sys- 
tem operated 6,566 miles of road. The 
total includes the Buffalo, Rochester & 
Pittsburgh with 520 miles of operated 
line and the Buffalo & Susquehanna 
with 238. Roughly the lines of the B. 
 O. system extend from Philadelphia 
and Baltimore to Chicago & St. Louis. 
Entrance into New York is over the 
lines of the Reading, of which B. & 
O. owns at least 46% and the Jersey 
Central, of which Reading has owned 
a legal majority for many years. It 
has been understood in railroad and 
banking circles for some time that New 
York Central is willing to sell its 26% 
of Reading stock to the Baltimore & 
Ohio, which would give the latter 
62% of the total, or greatly in excess 
of a legal majority. When the I. C. 
C. authorizes B. & O. to take over 
Reading, as it is likely to do, the for- 
mer will own its line to New York. 

Before taking up some of the most 
recent and important events in con- 
nection with the expansion of the 
Baltimore & Ohio, involving the ac- 
quisition of these various properties, it 
will be well to take a backward glance 
fora moment. The Baltimore & Ohio 
is one of the oldest railroads in the 


United States. It claims to be the old- 
est, the first company having been or- 
ganized February 28, 1827. Construc- 
tion work was begun on July 4 of the 
following year, but it was not until 
1830 that this pioneer railroad was 
ready to begin business as a common 
carrier. 

In 1927, therefore, it reached the 
century mark in its career. This out- 
standing event was duly celebrated by 
a dinner in Baltimore on February 28, 
the actual birthday, which was at- 
tended by prominent men from every 
walk in life throughout the United 
States, and from September 24 to Oc- 
tober 16 by a great transportation ex- 
hibition that came to be known as 
“The Fair of the Iron Horse.” It was 
attended by more than 1,250,000 peo- 
ple, averaging 57,513 aday. There were 
representatives from practically every 
state in the Union and from other 
countries, including England, Scotland, 
France, Canada and South Africa. 

Enviable as were the first 100 years 
of its career, owners of the securities 
of the Baltimore & Ohio Railroad are 
now more vitally interested in what 
has happened in the first four years of 
the second century period in its his- 
tory and in what is likely to happen 
in the next few years. 


Building Up Passenger Business 


For a long time, the B. & O. was 
known with respect to the carrying of 
passenger traffic as a “differential” 
road. This meant that on its through 
business from New York to Chicago it 
was permitted to charge a somewhat 
lower fare because of its longer run- 
ning time and supposedly inferior serv- 
ice, compared with its two principal 
competitors. 

In the last five years or more, the 
B. & O. has come forward rapidly as a 
passenger line. As indicated at the 
outset of this article, its equipment and 
service are liked and even preferred by 
many people to those of its com- 


petitors. One of the most recent addi- 
tions in the way of comfort and luxury 
to two of its important passenger trains 
has been an air conditioning service, 
that makes them perfectly comfortable, 
even in such extreme heat as that of 
this summer. Unfortunately, the B. 
& O. like all railroads of the United 
States, is deriving only about one-half 
the total revenue from the carrying of 
passengers that it did ten years ago, 
the figures for 1930 having been $18,- 
567,622 and for 1921, $29,428,314. 
No further back than 1923 the total 
was $30,752,791. 


Still a Coal Carrier 


The B. & O., however, always has 
been spoken of as primarily a bitumi- 
nous coal carrying railroad. The char- 
acterization was correct and still is. In 
1930, with industry generally slack, it 
hauled 40,791,490 tons of that com- 
modity, which was 44.38% of the total 
freight movement. The year before the 
figures were 48,559,984 tons and 
44.71%. Last year products of mines 
as a whole supplied 61.37% of all the 
freight the B. & O. carried. 

In spite of the large proportion com: 
ing from these sources, the B. & O. 
has built up a substantial amount of 
freight of other classifications, that is 
becoming increasingly diversified. Last 
year manufacturers and miscellaneous 
freight totalled 25,415,146 tons, or 
27.70% of the total, and in 1929, 
30,254,946 tons, or 27.86%. Products 
of agriculture contributed 4.24% and 
products of forests 3.33% last year. 

Of the three roads, Buffalo, Roches- 
ter & Pittsburgh, Buffalo & Susque- 
hanna and Chicago & Alton, which the 
B. & O. actually has acquired or has 
been authorized by the I. C. C. to ac- 
quire, the last named is by far the 
largest and most important. The first 
two will play their part in the new 
low-grade and shorter line that the B. 
& ©. proposes to establish between 

(Please turn to page 610) 
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ELECTRIC POWER & LIGHT CORP. 








A Utility Stock With Attractive 


Speculative Possibilities 


Large Electric Power & Light System 
Controls United Gas Corp., Largest 
Factor in Natural Gas Industry 


Power & Light Corp. has been 

one of the most active and one 
of the most volatile public utility 
stocks on the New York Stock Ex- 
change in the past year and one-half. 
It was practically the only public 
utility stock in 1930 that broke 
through its 1929 high. The tremen- 
dous speculative interest in this com- 
mon stock was stimulated greatly when 
in the early part of last year it entered 
the natural gas business on a large 
scale through the acquisition of control 
of the United Gas Corp. and its sub- 
sidiaries, the largest by far of any gas 
company or sys 


T': common stock of Electric 


By Witi1amM KNoper 


343% in December, 1930. On the next 
advance, the stock attained a high of 
6034 reached in February, 1931, fol- 
lowed by another sharp downturn to 
30% in June. At the current pfice of 
37 the stock is near the low of its price 
range and judged on this basis solely 
appears a fairly attractive commitment 
for holding over a reasonable period. 
But what is in back of this stock in 
the way of earning power, present and. 
future, and what prospects ahead of 
the company which hold promise of 
sustained appreciation for the stock? 
Electric Power & Light Corp. is one 
of the Electric Bond & Share group of 


utility systems and is under the super. 
vision of the latter, probably the most 
powerful utility management and in- 
vestment group in the world. Indeed, 
Electric Bond & Share is the largest 
single stockholder in Electric Power # 
Light Corp. owning at the end of 1930 
approximately 32.5% of the common 
stock, 12.5% of the second preferred 
A stock, and 58% of the option war 
rants. During the year 1930, Electric 
Bond & Share increased its holding in 

the common stock about 2.5%. 
Electric Power & Light Corp. was 
formed early in 1925 at which time it 
acquired control of a number of electric, 
traction, and gas 





companies in the 





tem in the coun- 


The price swings 
of Electric Power 
& Light Common 
have been ex- 
tremely wide in 
the past two years. 
From a high of 
86% in 1929 the 
stock dropped pre- 
cipitously to a low 
of 294% in the 
market crash of 
that year, subse- 
quently rising to a 
new high for all 
time in the Spring 
of 1930 when the 
stock reached a 
price of 103%, 
then subsided 


Other Income 


terest 


Gas Customers 


available. 








Gross Earnings of Subsidiaries 
Net after Oper. Exp, and Taxes 


Renewals, Replacements and Depletion 


Net Available to Common 


Three Years With Electric Power & Light Corp. 
1928 1929 
$54,895,342 $59,852,615 
29,562,008 
4,984,670 
1,711,964 


25.552.°35 
4,373,986 


Balance to Elec. Power & Lt. Corp. after Subs. 
Interest, Preferred Divds. and Minority In- 9,138,824 


Earned per Share Common 
Total Plant Investment 


773 


10,537,697 


5,409,727 

2.98 2.86 

386,527,275 441,975,220 NF 
849 NF 
429,181 NF 
82,842 NF 
* Earnings of United Gas Corp. included only from June 1, 1930. NF—Figures not 


South and West of 
‘the United States. 
Since then the sys 
tem has expanded 
considerably but 
until the end of 
1929 electric pow- 
er and light was 
the chief service 
rendered, contrib 
uting in this par 
ticular year ap 
proximately 66% 
of the gross reve 
nues of the sys 
tem. The number 
of communities 
served with elec: 
tricity was 836 at 
the end of 1929. 
having _ increased 
steadily every year 


1930° 
$75,047,899 
37,565,237 
6,164,827 
1,527,594 


12,418,506 


5,863,307 











again to a low of 
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since 1925 when only 402 communi- 
ties were thus served. By March, 31, 
1930, the number was increased to 869 
communities. Gas service produced 
only about 13% of the gross revenues 
and at the end of 1929 was furnished 
to only 32 communities. Transporta- 
tion or traction service contributed 
about 18% of the gross, while the re- 
mainder was derived from water, ice 
and miscellaneous sources. 

During 1930 Electric Power & Light 
changed its status in the utility industry 
from one where it was largely an elec- 
tric system to one where gas, particu- 
larly natural gas, loomed large in the 
company’s business and outlook. As a 
result of this change, electri- 
city now contributes only 
about 45% of the gross reve- 
nues, gas almost 41%, and 
transportation has been cut 
down to 12%. 

Originally, Electric Power 
& Light owned large gas re- 
serves in the Monroe field in 
Louisiana used principally as 
the fuel in generating low 
cost electricity in the Sterl- 
ington plant of the Louisiana 
Power & Light Co., one of 
the subsidiaries. Through 
another subsidiary, the New 
Orleans Public Service Co., 
the system has a large invest- 
ment in facilities for the 
manufacture of artificial gas 
in the city of New Orleans, 
but this service was sup- 
planted by natural gas in 
September, 1928, with the 
manufacturing plants now 
serving for stand-by pur- 
poses. 

Subsequently, Electric 
Power & Light expanded its 
interest in other directions in 
the natural gas field. The 
company acquired holdings 
in the Mississippi River Fuel 
Corp., and became a stock- 
holder in the Memphis 
Natural Gas Co. which operates a pipe- 
line running from Louisiana to Mem- 
phis, Tenn. The most important step, 

Owever, was the formation in March, 
1930, of the United Gas Corp. as a 
subsidiary of Electric Power @ Light 
through which it consolidated its own 
natural gas holdings with those of 
United Gas Co. (Moody-Seagraves in- 
terests), Palmer Corp., and Magnolia 
Petroleum Corp. All told some 42 
natural gas subsidiaries operating in 
the South and Southwest were brought 
into United Gas Corp.’s fold to form 

e largest gas company in the United 

tates so far as volume of business is 
concerned. Gross operating revenues 
of the company for the 12 months 
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ended March 31, 1931, amounted to 
$28,119,054 and total assets were more 
than $318,000,000. Electric Power & 
Light owns the majority of the voting 
stocks of United Gas Corp. 

The electric properties of the system 
may be divided into two groups, the 
western group serving important areas 
in Utah, Idaho, Oregon, Nevada, Colo- 
rado and Wyoming, while the second 
group serves an extensive area in the 
South in Texas, Louisiana, Arkansas 
and Mississippi. Among the more im- 
portant communities are Salt Lake City, 
Ogden and Provo in Utah, Boise and 
Pocatello in Idaho, Dallas, Tex., Little 
Rock, Ark., Jackson, Vicksburg and 





in the El Paso Natural Gas Co. 

The principal developments in the 
Electric Power & Light system are now 
centered in United Gas Corp. The 
management plans to extend the gas 
system along the lines that Electric 
Bond & Share has pursued in the de- 
velopment of its electric properties. 
This involves aggressive campaigns for 
the development of greater industrial, 
commercial, and domestic usage of the. 
fuel as well as discovering new uses. 
Large sums of money have been spent 
in building a completely interconnected 
system from the former piecemeal parts 
of the constituent companies. Simplifica- 
tion of the financial structure has like- 
wise been undertaken so 
that the original 42 compa- 








ELECTRIC POWER AND LIGHT Corp 


OPTION WARRANTS RISE FASTER THAN COMMON STOCK 
AND POSSESS GREATER APPRECIATION POSSIBILITIES 


COMMON STOCK 


WARRANTS 


PRICE OF COMMON STOCK ONLY 











RIGHT TO BUY COMMON AT 





nies have been cut down to 
only 16. Two factors, but 
both of a temporary nature, 
have operated to cause a de- 
cline in United Gas Corp.'s 
earnings currently, namely 
the depressed state of gen- 
eral business and industrial 
activity, and the ridiculously 
low crude oil prices in the 
territory of the company. 
The latter affects chiefly the 
industrial business as many 
concerns are equipped to 
switch from gas to oil if the 
price makes this advan- 
tageous. In the face of these 
conditions the gas sales of 
the company for the first six 
months of this year were 
about 13% lower than for 
the same period last year. 
The most recent earnings 
report for Electric Power & 
Light Corp. covers the 
twelve months ended March 
31, 1931, when gross reve- 
nues were $80,866,305 
which compares with $61,- 
204,469 for the same period 
the year previous. The dif- 




















Natchez, Miss., and other communities. 

The territory served by the major 
gas subsidiary, United Gas Corp., is 
roughly triangular in outline with the 
apex at Pensacola, Fla., and points of 
the base at Monterrey, Mex., in the 
south and the Amarillo field in Texas 
on the north. Natural gas is supplied 
at wholesale or retail to some 160 com- 
munities including New Orleans, 
Shreveport, Houston, Beaumont, San 
Antonio, Austin, Mobile, Pensacola,and 
Monterrey, Mex. The Mississippi River 
Fuel Corp. in which United Gas con- 
trols a 51% interest in the common 
stock owns a pipeline running to the 
St. Louis district. In addition to this, 
United Gas Corp. owns a 26% interest 


ference in earnings in due 
chiefly to the inclusion of the 
United Gas Corp. earnings since June 
1, 1930, in the recent report. Net in- 
come after operating expenses and 
taxes was $41,210,465 and $30,230,- 
753 respectively, and after all prior 
charges the amounts applicable to the 
holding company were $12,948,223 
and $10,683,923. Earnings on Elec- 
tric Power & Light common were 
$5,350,102 for the year ended March 
31, 1931, against $5,298,148 in the 
corresponding period the year previ- 
ous, equivalent respectively to $2.85 a 
share on the 1,876,838 shares of no- 
par common stock and $2.87 on a 
slightly smaller number of shares out- 
standing previously. 

(Please turn to page 612) 
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GENERAL AMERICAN TANK CAR CORP. 





Profits in Specialized 
Transportation 


Wide Diversity of Operations 
Tends to Stabilize Earnings 


HE railroads of 
T the country are 
in desperate 
plight.- Carloadings 
and net operating in- 
comes make horrify- 
ing comparisons with 
those of previous 
periods. Many rail- 
road bonds are in 
danger of being re- 
moved from the list 
of legal investments 
in most states. ‘The 
tremendous publicity 
given to these condi- 
tions can be inter- 
preted by the layman in only one way 
—the carriers or any company de- 
pendent upon them must be upon the 
verge of bankruptcy. And yet, while 
this may be but a slight exaggeration 
of the truth in a number of cases, it 
certainly cannot be applied universally, 
for there are some few companies en- 
aged in carrying railroad freight or 
building railroad equipment that are 
doing surprisingly well at the present 
time. Among these may be included 
the General American Tank Car 
Corp., a company holding the distinc- 
tion of being among that small minor- 
ity of enterprises to report greater 
earnings for the depression year 1930 
than were shown for the banner year 
1929, and, while there has been some 
decline since, pro‘ts are still running at 
substantial levels. 

The fine showing of General Ameri- 
can Tank Car during an especially ad- 
verse period has been due primarily to 
a skillful and farsighted management. 
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Aluminum Tank Car of 8,000-gallons Capacity, Developed by 
General American Tank Car Corp. 


The business has been expanded, in- 
tegrated and scientific development un- 
dertaken for its betterment, so that it 
is now in the enviable position of be- 
ing unaffected for the most part by the 
factors which seriously becloud the fu- 
ture of so many railroads and railroad 
equipment companies. ‘The progress 
which has been made is well illustrated 
by the fact that the nucleus of the 
company which now controls the op- 
eration of some 50,000 freight cars, 
here and in Europe, consisted of a 
number of worn-out and discarded oil 
tank cars brought together in the lat- 
ter part of the last century. 
Incorporated for the first time in 
1902, the present General American 
Tank Car Corp. is a holding company 
chartered under the laws of the State 
of New York during the summer of 
1916. Through its operating sub- 
sidiaries, some fifteen in number, the 
company’s business may be divided 
into two sections which, although there 


is a clearly demarked 
line of cleavage be- 
tween them, comple: 
ment one another 
and have done much 
to afford that stabil- 
ity, characteristic of 
this particular com 
pany. Certain of the 
subsidiaries of Gen 
eral American Tank 
Car construct rail: 
road equipment; 
others operate it. 

Construction activi 
ties comprise all kinds 
and types of cars. 
Tank, box, gondola and flat cars are 
among the common varieties. Thes 
are built, not only for the company’s 
own use but also for the railroads 
Moreover, many special containers for 
freight have been evolved, amon 
which may be mentioned glass-lin 
tank cars for the transportation of milk 
products in bulk, nickel-lined cars for 
chemicals, high-pressure cars for lique 
fied gases such as propane, ethane and 
butane, rubber-lined cars for certain 
— — aluminum cars have bei 

esigned for carrying glycerin, formal: 
dehyde, acids Bory other chemicals 
which act upon steel or are contami 
nated by this metal. 

Plants engaged in building or repair 
ing the company’s rolling stock are cap’ 
able of handling some 20,000 cars a 
year and are well distributed through 
out the country. East Chicago, Ind, 
Buffalo, N. Y., Madison, IIl., Sand 
Springs, Okla., Forth Worth, Texas, 
New Orleans, La. Sharon, Pa, 
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Spokane, Wash., and Middlesex, N. J., 
all have General American Tank Car 
Corp. shops. 

The second division of the business, 
that of operating all kinds of railway 
cars, is most extensive. General 
American Tank Car at the present 
time either owns or controls over 50,- 
000 units, the result of steady expan- 
sion. In recent years, however, devel- 
opment has been along slightly di- 
ferent lines to that pursued originally. 
There has been a decided swing to the 
transportation of food products. In 
1929, the Union Refrigerator Transit 
Co. was acquired which about doubled 
the company’s refrigerator equipment 
bringing it to some 10,000 units. Still 
more recently the entire fleet of cars 
owned and operated by Swift & Co. 
was acquired for some $16,000,000, 
part of which was paid in 5%, 10 
year, unsecured notes and part in 
4% equipment trust certificates. In 
addition, a contract was entered into 
whereby General American would 
handle for a long period all Swift's 
transportation problems involving some 
200,000 carloads annually. With this, 
the transportation of food products be- 
came the most important phase of the 
tank car company’s business, compris- 
ing over 60% of the total. 


Operates Abroad 


Foreign operations are handled 
through two European subsidiaries, one 
German, the other Swiss. These sub- 
sidiaries are engaged in operating all 
kinds of tank, refrigerator and other 
cars throughout continental Europe. 
Yet another important dependent is the 
General American Tank Storage & 
Terminal Co., Inc., 


has been officially dispelled in a state- 
ment which showed that less than 4% 
of the company’s fleet was engaged in 
the long-haul transportation of gaso- 
line, likely to be affected by the new 
development and that in the opinion of 
the management any loss of business 
would be more than offset by the in- 
crease in long-hauls of refined prod- 
ucts other than gasoline, or by the in- 
crease in short hauls from pipe line 
terminals. 

Despite the company’s many sub- 
sidiaries, capitalization is simple. There 
are 818,833 shares of no-par common 
stock outstanding: funded debt con- 
sists entirely of car equipment notes 
totaling $29,697,385; while the only 
other capital obligation is a small 
amount of subsidiary preferred stock. 


Steady Earnings Increase 


Perhaps the most noticeable feature 
of the company’s past earning record 
is not the consistent. increase in total 
net and gross income but the increase 
in earnings applicable to the common 
stock which shows that expansion has 
been carried out on an economic basis 
and not just for the sake of obtaining 
a larger organization. Gross sales and 
rentals increased from $19,800,000 in 
1926 to $36,700,000 for 1930, while 
net increased from $2,265,000 to 
$6,518,000 over the same period, so 
that whereas gross fell slightly short of 
doubling, net almost tripled. More- 
over, earnings per share increased 
steadily during these five years from 
$2.76 to $7.96. This remarkable record 
can be vividly brought out by a com- 
parison with other railroad equipment 
companies. American Car & Foundry, 


ditions of depression, with the railroads 
almost out of the market for equip- 
ment, General American can hold its 
organization together by building spe- 
cial cars for its own needs and re- 
pairing those which are out of order, 
while the average builder of rolling 
stock suffers almost complete paralysis. 
General American also has its freight 
business to fall back upon and this, 
concentrated as it is in the necessities 
of life, will be substantial no matter 
what the condition of general busi- 
ness. 

The dividend policy pursued by 
General American Tank Car has al- 
ways been a generous one. There has 
been a cash disbursement in every year 
since 1919 and in 1920 a 300% stock 
dividend was distributed. During 
1928, stockholders were given the 
privilege of subscribing for additional 
common stock at $65 a share to the 
extent of 20% of their holdings. In 
1929, a regular rate of $4 in cash and 
4% in stock was established. This, 
however, was changed during the early 
part of the present year by the omis- 
sion of the payment in stock, so that 
the rate is now $4 per share in cash 
annually. 


Strong Financially 


Despite the inevitable expense of 
the recent expansion undertaken by 
the company, a strong financial posi- 
tion has been maintained. At the end 
of last year, current assets totaled 
nearly $14,000,000, whereas current 
liabilities amounted to no- more than 
$3,300,000. Holdings of cash alone 
were almost $1,000,000 greater than 
the total current liabilities while in ad- 
dition to its cash the 
company possessed 





which owns a tank 





farm near New Or- 
leans having a storage 
Capacity of some 40 
million gallons. There 
is also a barreling plant 
and terminal facilities 
for the export, import 
and safekeeping of pe- 
troleum products, vege- 
table oils, molasses and 
other liquid products, 
the whole terminal be- 








General American Tank Car 


Per Share 
Gross Sales 


and Rentals 


Net Earnings on 
Income 818,833 Shares High 
6,518,181 7.96 111% 
6,770,741 7.05 128% 
8,910,754 4.77 101 
2,921,046 3.56 64% 
2,265,014 2.76 55% 


some $4,437,000 in 
marketable securities. 
Good-will and patents 
are carried on the 
books at $1 and ex- 
cluding this item the 
balance sheet as of 
December 31, 1930, 
would indicate that the 
46 book value of the com- 
39 mon stock was about 
ae $65 a share, which is 














ing one of the largest of 
its kind in the world. 

From this brief discription it can be 
seen that General American Tank 
Car's name falls far short of ade- 
quately describing the company’s ac- 
tivities and a moment’s reflection will 
show that there is little if any basis for 
the publicity which has been given to 
threatened danger of the gasoline pipe 
line. In fact the prospective early 
demise of General American Tank Car 
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American Locomotive and others for 
example have all shown highly irregu- 
lar results over the past few years. The 
reason for this can probably be found 
in the fact that these companies are de- 
pendent solely upon the whims and the 
prosperity of the railroads. Should the 
carriers be prosperous and active there 
is naturally a demand for rolling stock. 
On the other hand, under present con- 


somewhat higher than 
its present price in the 
open market. 

The prospects enjoyed by General 
American Tank Car Corp, would ap- 
pear to be on the whole favorable, for 
the wide diversity of the company’s 
operations are much in its favor. Ad- 
verse influences at the present time un- 
doubtedly include the lack of demand 
enjoyed by the builders of freight cars 

(Please turn to page 612) 
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INVESTMENT TRUSTS 











LEHMAN CORP. 








Offering Prime Equities 
Under the Market 


Peculiar Psychological Situation Appears to 
Enable a Dollar to Be Bought for Seventy Cents 


T the present time the common 
stock of the General Electric 


Co. is selling around $40 a 
share. Would you pay $30 a share 
for it ? American Tobacco common is 
currently quoted in the open market 
at $120. Would you pay vetween $80 
and $90 a share for it? Consolidated 
Gas of New York is valued around 
$92 a share. Surely it is a bargain 
around $65. Our security markets 
have moved steadily downward for 
nearly two years and, while they may 
even go somewhat lower, a discount of 
almost 30% from the present depres- 
sion levels ought to be more than sufhi- 
cient to allay the fears of even the most 
skeptical. In effect, this discount may 
be obtained by buying Lehman Corp., 
one of the last great management-type 
investment trusts to be formed in that 
glamorous period which preceded the 
debacle of November, 1929. 


An Odd Situation 


The reason for this rather odd situa- 
tion is to be found in the tendency of 
mankind to overdo everything. Had 
the investment trust idea been im- 
ported into this country during a time 
when public interest in the security 
markets was no more than normally 
keen, there would have undoubtedly 
been excesses, but unfortunately the 
idea obtained a firm hold upon the peo- 
ple’s imagination at the height of the 
greatest “bull” market in history. The 
shibboleths of this particular period of 
booming security prices were “never sell 
the country short” and “buy common 
stocks for long-term investment.” With 
the arrival of that much abused word 
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“diversification” the stage was set for 
the investment trust. What a run the 
farce had! 

The new medium was swallowed 
hook, line and sinker. It fulfilled two 
needs. In the first place if money were 
to be made out of one common stock, 
more could be made out of a number 
and much more surely. In the second 
place the shares of many of our best 
companies—in which the greatest 
speculative interest existed — had 
reached such heights, despite split-ups, 
stock dividends and rights, that none 
but the rich could afford them. The 
investment trust by selling its own 
stock in small units enabled a frac- 
tional interest in a number of these 
securities to be purchased for very 
little money. For this privilege a very 
substantial premium was paid, while 
a further sum over and above the value 
of the underlying securities was paid 
for “management.” At this time, it 
was thought that no one in control of 
an investment trust could have other 
than a thorough knowledge of securi- 
ties and the countless factors which 
affect them. The sad results of this 
childlike confidence are too fresh in 
everyone's memory to be recounted ex- 
cept in the briefest manner. The 
losses were terrific, even among those 
trusts which were honestly managed. 
In others, grave abuses were brought 
to light. It was found that trusts had 
been operated fraudulently and that 
not a few had been formed with but 
one idea—to mulct the public. 

Following these unhappy events, 
public feeling underwent a violent re- 
vulsion, which has remained in effect to 
this day. Management investment trusts 


are now the pariahs of the security mar- 
kets and the capabilities of those in 
control are rated in most cases at con- 
siderably less than nothing. The pres- 
ent situation is just as absurd as was 
its reverse during 1928 and 1929 and 
undoubtedly affords an unusual oppor: 
tunity for the discriminating investor. 
Lehman Corp. is a case in point. It 
appears cheap at the present time on 
hard facts. Nothing need be said 
about the theoretical advantages of di 


_versification or management, although 


both undoubtedly add something to the 
desirability of the company’s stock. 


Break-up Value 


Lehman Corp.,: reporting as of June 
30, 1931, showed assets consisting of 
cash, U. S$. Government and municipal 
bonds costing $11,348,686; other 
bonds, preferred and common 
mostly domestic, costing $68,164,058; 
while other assets totaled $4,823,458. 
Liabilities totaled $694,058 and con- 
sisted solely of the dividend payable 
July 3 and various reserves. The 
assets, including cash, at market quota: 
tions had a value of $60,367,365 at 
the date of the report, while other 
assets not having a market quotation 
were valued in the opinion of the 
directors at $5,120,837. These two 
items, after deduction of liabilities, 
give the 873,400 shares of the com: 
pany’s common stock a net asset value 
of slightly over $74 each, for there is 
no funded debt to be taken into con’ 
sideration. This same stock could be 
bought in the open market for about 
$57 a share at the time. While to buy 
$74 worth of generally liquid assets for 
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$57 nay seem attractive, further an- 
alysis reveals that it is even more at- 
tractive :han it seems, for part of these 
assets are actually in cash or its equiv- 
alent. Lehman Corp.'s holdings of cash, 
U. S. government and municipal bonds 
were reported to have cost $11,348,- 
686. This item will have appreciated 
rather than depreciated in market val- 
ue, but even on a cost basis is equal to 
about $13 a share. In effect then, in- 
stead of buying $74 worth of assets for 
$57, one was purchasing $61 worth for 
$44, a discount of about 28%. A 
glance at the accompanying list of the 
trust’s holdings will show them to be 
generally desirable and diligent search 
reveals no reason except the psychologi- 
cal one already discussed why such a 
situation should obtain. 


Cost of Management 


It might perhaps be thought that the 
future of the company is strangled— 
from the point of view of the ordinary 
stockholder—by a harsh management 
contract, for it is not infrequently the 
case that the investor fails to discover 
until too late that he has furnished 
most of the money, stands most of the 
loss, and all without any compensating 
prospect of obtaining a fair share of 
any profits which might arise. With 
Lehman Corp., however, this condition 
never obtained and now, due to the 
peculiar provisions of the contract be- 
tween the corporation and its manage- 
ment, the investor enjoys the enviable 


prospect of not having to pay anything 
at all for some time. This is not to 
say that the trust must not foot the 
bill for ordinary expenses but only that 
it will enjoy the free investment advice 
of more than ordinarily successful 
New York bankers probably for some 
years. 

The most interesting provisions of 
the management contract between the 
Lehman Corp. and Lehman Brothers 
are those which relate to the manage- 
ment’s compensation. Lehman Brothers 
are entitled to receive semi-annually 
124% of the trust’s net realized prof- 
its, after 6% on the invested capital 
has been earned and after any defi- 
ciency in this 6% for prior years has 
been made up. The compensation 
must be used to purchase common 
stock in the corporation at its book 
value. At the termination of the con- 
tract in 1940, unrealized profits will be 
taken into consideration and Lehman 
Brothers will receive 12!% of these, 
subject to certain deductions. Now 
the contract specifically states that, 
for the purpose of determining net 
profits on which compensation to the 
management will be paid, the entire 
assets of the corporation shall be valued 
at aggregate cost or at aggregate mar- 
ket value whichever be lower or, in 
the case of assets having no readily as- 
certainable market value then at a fair 
value in the opinion of the Board of 
Directors. The effects of this provi- 
sion may best be explained on a “per 
share” basis. Lehman Corp. will be 





two years old next month and the 
original invested capital was $100 per 
share. Now, the company has to earn 
6% per year on this invested capital 
before the management is entitled to 
receive anything (except actual out-of- 
pocket expenses), so that there are now 
roughly two years’ arrears to be made 
up in addition to the money lost. The 
amount to be made up is represented 
by the difference between $112 a share 
and the actual asset value of the stock 
after due allowance is made for divi- 
dends paid. On the basis of an asset 
value of $74 a share the amount to be 
made up now is about $34 a share or 
almost 50% over and above this asset 
value. 


Expenses Not High 


As has been said before, the fact 
that Lehman Corp. is not paying—and 
is unlikely to pay for some time—any 
of its profits for management does not 
relieve it entirely of expenses. It em- 
ploys its own officers and its own sta- 
tistical department. There are the ex- 
penses of bookkeeping and the transfer 
of stock. The books must be audited and 
taxes paid. Let us see to what these 
amount and whether they present a 
serious obstacle to the advantages of 
purchasing a long list of our best com- 
panies at nearly 30% under their pres- 
ent depressed levels. For the fiscal 
year ended June 30, these expenses 
totaled about $540,000, while for the 

(Please turn to page 618) 




















(*) Includes stock dividends receivable declared before June 30, 1931. 


Listed Common Stocks Held by Lehman Corp. 


As of June 30, 1931 


















No. of Shares No. of Shares No. of Shares 
12,'700 Air Reduction Co., Inc. 50,000 European Electric., Ltd. Warrants 5,900 Missouri-Kansas-Texas R. R. Co. 
1,875 Aluminum Co. of America 20,900 Federated Department Stores, Inc. | 11,400 Missouri Pacific BR. R. Co. 
1,238 Aluminium, Ltd, 12,628 Ford Motor Co., Ltd, 5,900 National Biscuit Co. 
8,425 (*)American Gas & Electric Co. 4,000 General American Investors Co., 15,000 National Dairy Products Corp. 
11,000 American Machine & Foundry Co. 29,900 General Electric Co. 2,800 National Lead Co. 
2,300 American Stores Co. 46,875 General Foods Corp. 7,200 New York Steam Corp. 
11,000 American Tobacco Co, “B’’ 14,500 General Motors Corp. 3,700 Niagara Hudson Power ‘‘A’’ Warrants 
5,600 Archer-Daniels-Midland Co. 7,000 General Realty & Utilities Corp. 8,828 (*)North American Co. 
8,800 Associated Dry Goods Corp. 13,000 Gimbel Brothers, Inc. 12,300 Pacific Lighting Corp. 
7,500 Brooklyn-Manhattan Transit Corp. 5,000 Grant Co. (W. T.) 2,500 Pacific Telephone & Telegraph Co, 
800 Central R, RB. Co. of N. J. 8,700 Gulf Oil Corp. of Pa. $1,320 Penney Co. (J. C.) 
18,000 Chesapeake & Ohio Ry. Co. 5,000 Hahn Department Stores, Inc, 8,000 Pittsburgh & West Virginia Ry. Co. 
4,540 Coca-Cola Co. 9,000 Hershey Chocolate Corp. 13,400 Public Service Corp. of N. J. 
4,800 Colgate-Palmolive-Peet Co. 12,100 Humble Oil & Refining Co. 6,400 Reading Co. 
11,800 Collins & Aikman Corp, 8,300 International Business Machines 5,000 Reynolds Tobacco Co. (R. J.) “‘B’’ 
1,800 Colorado & Southern Railway Co. 60,400 International Nickel Co. 9,050 Roan Antelope Copper Mines, Ltd. 
16,747 Commercial Investment Trust Corp. 2,000 International Silver Co. 5,200 Stone & Webster, Inc. 
8,500 Commercial Investment Trust Warrants | 11,350 Jewel Tea Co., Inc. 2,300 Texas & Pacific Ry. Co, 
26,100 Commonwealth & Southern Corp. 14,500 Kennecott Copper Corp. 2,500 Timken Roller Bearing Co. 
11,200 Commonwealth & Southern Warrants | 70,000 Kroger Grocery & Baking Co. 8,500 Union Carbide & Carbon Corp. 
14,800 Oonsolidated Gas Co. of N. Y. 4,900 Liggett & Myers Tobacco Co. 16,900 United Gas Improvement Co. 
15,800 Corn Products Refining Co. 500 Liggett & Myers Tobacco Co. “B’’ 2,400 United Piece Dye Works, Inc. 
14,584 Deere & Co. 18,300 Lorillard Co. (P.) 17,859 Van Camp Packing Co., Inc. 
8,000 Drug, Inc. 8,605 Macy & Co., Inc. (R, H.) 15,200 Wabash Railway Co. 
24,000 Electric Power & Light Corp. 5,600 McIntyre-Porcupine Mines, ‘Ltd. 16,000 Woolworth Co. (F. W.) 
10,000 European Electric Corp., Ltd. ‘‘A’’ 4,000 McKeesport Tin Plate Co. 5,000 Woolworth & Co., Ltd. (F. W.) 
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Seasonal Gains Not Yet Apparent 





BUILDING 











Small Gains But From Low Base 


Various compilers of building sta- 
tistics report an increase in contracts let 
during July compared with the pre- 
vious month and also with the corre- 
sponding month of last year. While 
this news must be received with sub- 
dued enthusiasm in view of the fact 
that the total for the first seven mpnths 
of the present year was between 20% 
and 30% under that of the first seven 
months of 1930, it is nevertheless a 
sign of the betterment which is so 
sorely needed at the present time. Yet 
further good news for the industry was 
seen in President Hoover's recent state- 
ment to the effect that contracts total- 
ling some $300,000,000 of the Federal 
building program would probably have 
been let before fall. This will almost 
complete the plan which originally cov- 
ered some 758 separate projects esti- 
mated to cost nearly $500,000,000. 








COMMODITIES* 


(See footnote for Grades and Units of 
Measure) 
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*August 17, 1931. 

(1) Sheets, Pittsburgh, cents per Ib. (2) 
Bars, Pittsburgh, cents per lb. (8) Basic 
Valley, $ per ton. (4) Electrolytic, cents 
per lb. (5) Pig (N. ¥.) c. per Ib. (6) 
Kan., Okla., $2-32.9 deg. $ per bbl. (7) 
Pitts., steam mine run, $ per ton. 
Middling (valv.) cents per lb. (9) No. 8, 
Hard, Winter (Kan. City) $ per bu. 

, Yellow (Chic.), $ db 


(12) 650-700 Ib. (N. Y.) $ 

Santos, No. 4 (N. Y.) oe. per Ib. 
Smoked Sheets (N. Y.), cents per Ib. 

Fine staple, clean (Bostor), cents per Ib. 
(16) Cuban raw 96 deg. deliv. (N. Y.), 
cents per lb. (17) News. Rolls (N. Y.), 























THE TREND IN MAJOR INDUSTRIES 


STEEL—The best that can be said of this industry over the past week 
is that the general situation has become no worse. From some 
districts a curtailment is reported while in others some improve- 
ment is shown, the one counterbalancing the other, so that the 
country’s ingot production is thought to be about 30% of theoreti- 
cal capacity, the same as last week. While it cannot be said with 
certainty that we have now seen the summer low point, it is not 
thought that any further decline will be more than minor. The 
extent of the fall recovery, however, is equally uncertain and fur- 
ther time will have to elapse before it will be possible to venture 
a forecast in regard to the expected improvement. 


PETROLEUM—The effective tactics pursued by Governor Murray in 
curtailing the oil production of his state are likely to be followed 
in Texas, where it is thought that the conservation laws are being 
blatantly violated. This would undoubtedly be a most constructive 
development, for the shut-down in Oklahoma has already materially 
improved the gasoline market. Stocks have decreased and bulk 
prices have been raised in a number of the country’s largest markets. 


COPPER—The publication of statistics for July showed that total cop- 
per stocks increased 36,500,000 pounds during the month. Bad 
as this was, however. it was not bad as had been anticipated in 
usually well-informed quarters and, as a result the market was 
slightly more active, interest on the part of both domestic and for- 
eign buyers being greater than in some days. Custom smelters 
continue to quote 74-734 cents, for domestic consumption while 
primary producers demand 8 cents a pound delivered. 


SILK—The surplus silk acquired under Japan's stabilization scheme for 
this material, is not to be thrown upon an already saturated world 
market. A new cloth is to be made of it, which will be sold at 
home. Although the market reaction to this news was not 
spectacular, a distinctly firmer tone obtained. 


COTTON—The most important development in the cotton situation 
over the past week was the offer of the Federal Farm Board to with- 
hold from the market its 1.300,000 bales. if the planters would only 
agree to plow up every third row of their fields. Should this be 
done, it would result in a reduction in the present harvest amount- 
ing to more than 4.000,000 bales which, added to the stocks with- 
held, would certainly improve the technical position of the market 


and might even raise the price. But apart from this, what a waste 


the plan represents! 


TEXTILES—The cotton textile market has been dangerously unset by 
the further drastic decline in the price of the raw material. Despite 
the attempts of sellers to maintain some semblance of order, buyers 
are afraid to move lest their inventory problems become even more 
acute than they are at the moment. On the other hand woolen 
mills are fairly active preparing for spring, while manufacturing 
clothiers are busy in anticipation of the fall and winter demand. 


COAL—tTestifying before the Interstate Commerce Commission in 
opposition to the proposed blanket increase of 15% in freight rates. 
coal interests contended that the higher cost of transportation would 
prohibit the export of this fuel, Jeaving a free market to foreign 
competition. Coal is a depressed industry, so is railroading and 
yet to aid the one without further harming the other appears at 
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$ per ton. (i) Yellow pine boards, f. 0. b. the moment an insoluble problem. 
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Answers to Inquiries 








Our Personal Service Department is prepared to offer advice on any security in which you may be 
interested or on the standing and reliability of your broker. This service in conjunction with your sub- 
scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


1. Be brief. 


2. Confine your inquiries to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 








=. 


R. J. REYNOLDS TOBACCO CO. 


I am very much interested in the “B” 
stock of the R. J. Reynolds Tobacco Co., 
having several hundred shares at an aver- 
age cost of 43. In view of the rumors of 
an investigation of recent price increases, 
would you advise me to take my profit 
now? What are the long term possibili- 
ties?’—A. M. Z., Poughkeepsie, N. Y. 


The R. J. Reynolds Tobacco Co. oc- 
cupies an outstanding position in the 
tobacco industry; chief among its prod- 
ucts are “Camel” cigarettes, “Prince 
Albert” smoking tobacco, “Apple” and 
“Brown's Mule” chewing tobacco. The 
company’s earnings record reveals a 
constant upward trend in net income 
since 1920, reaching the record level of 
$34,257,000 or $3.42 a common share 
for the calendar year 1930. This com- 
pares with net income of $32,211,000 
or $3.22 a share for the twelve months 
ended December 31, 1929. Although 
no interim reports are published by the 
company, recently inaugurated inten- 
sive advertising campaigns, coupled 
with increase in wholesale prices for 
“Camel” cigarettes indicate that cur- 
rent year’s profits might reasonably 
surpass those of last year. Although 
rumors are current of an investigation 
by the government into the recent 
cigarette price increases, we have been 
unable to ascertain of any actual steps 
being taken along these lines to date, 
and such investigation may prove to 
be only a routine procedure. Financial 
position at the close of last year 
was exceptionally strong, cash alone 
amounting to more than three times 
total current liabilities. In view of the 
company’s favorable long term possi- 
bilities, we advise present holdings be 


maintained and that periods of market 
weakness be used to accumulate 
moderate additional commitments. 


PULLMAN, INC. 


I have been watching for an opportunity 
to purchase 100 shares of Pullman but 
am worried about the gradual but steady 
decline in the past few weeks. Do you 
feel that Pullman is suitable for a man who 
ts not in a position to assume too great 
a risk?—J. O. R., Cambridge, Mass. 


Pullman, Inc., not only holds a vir- 
tual monopoly in the operation of pas- 
senger cars, sleeping and dining serv- 
ices, but manufactures Pullman cars, 
freight and passenger cars, car wheels, 
etc. Transportation revenues were 
sharply curtailed last year as a result 
of decreased business and tourist travel, 


-but manufacturing operations held up 


well, enabling the company to issue a 
fairly satisfactory report, in compari- 
son with the previous year. However, 
both branches appear to be operating 
at extreme low levels at the present 
time, since only 28 cents a share was 
earned in the first six months of the 
current year against $2.55 a share in 
the first six months of 1930. In the 
June quarter of the current year, earn- 
ings declined to 13 cents a share. The 
outlook over the near term is not 
promising and while a very strong 
financial condition might enable the 
company to continue present divi- 
dends, the $4 annual payment cannot 
be considered safe. Maintenance of 
this dividend is cutting heavily into 
the company’s surplus, and the high 
yield now offered by the stock clearly 


indicates the uncertainty over con 
tinued payments at the current rate, 
In view of the uncertainty surrounding 
the situation, we do not favor commit: 
ments, believing that the conservative 
course would be to stay on the side. 
line pending definite indications of an 
upturn in earning power. 


LOOSE-WILES BISCUIT Co. 


How do you rate Loose-Wiles Biscuit 
Co.? Of course this is a food stock; but 
in view of its special character, am won- 
dering whether earnings are holding up. 
Do you advise its purchase around present 
levels?—R. J. D., Bloomfield, N. J. 


Loose-Wiles Biscuit Co. reported net 
income for the six months ended June 
30, 1931, of $1,067,433, equivalent, 
after preferred dividend requirements, 
to $1.70 a share, on 548,303 shares of 
$25 par common stock. This compares 
with $1,010,752 or $1.73 a share on 
500,000 shares outstanding in the first 
half of 1930. Operating economies 
effected by the management so far dur 
ing the current year, accounted largely 
for the improved earnings. A recent 
bulletin of the company stated that it 
had exhausted its supply of wheat 
which was purchased at higher levels, 
and that lower wheat prices which are 
now in effect, should be reflected in 
greater profits for the enterprise dur 
ing the balance of the year. There 
fore, despite the fact that sales are run 
ning at a lower level than a year ago, 
it is not unreasonable to assume that 
full 1931 profits will closely approx’ 
mate those of $4 a share reported for 
the calendar year in 1930. Moreover, 
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the company’s position has been con- 
siderably strengthened by addition of 
the Tru-Blu Biscuit Co., operating a 
chain of plants on the Pacific Coast, 
Shust Co., and the recent acquisition 
of the Standard Biscuit Co. of San 
Francisco. While we do not anticipate 
substantial price appreciation for the 
company’s shares during the early fu- 
ture, at current levels the issue offers 
attraction on an income basis, and in 
this light we would not be opposed to 
moderate accumulations for long term 


holding. 





JEWEL TEA CO. 


Do you advise me to continue holding 
my Jewel Tea Stock? I have a moderate 
paper loss but with the high yield I do 
not want to sacrifice this stock unneces- 
sarily. What is the outlook and is the 
dividend well protected?—L. J. K., Nor- 
wich, Conn, 


The Jewel Tea Co., Inc., engages 
chiefly in the retail distribution of 
staple grocery products, a number of 
which are manufactured by the com- 
pany, and in addition, the company is 
an important factor in the coffee roast- 
ing industry. More than 1,200 motor- 
ized grocery routes are maintained, by 
which approximately 750,000 cus- 
tomers are served. Profits of the com- 
pany have shown a gradual upturn, 
and with the exception of 1925, yearly 
gains in earnings have been registered 
since 1922. Advantageous purchases 
of coffee late in 1929 was an impor- 
tant factor in the increase in earnings 
for 1930. The company reported 
earnings of $3.17 a share in the first 
half of 1930, but it has been estimated 
that profits for the first twenty-eight 
weeks of 1931 will be about 13% be- 
low the earnings for the corresponding 
period of 1930. However, the com- 
pany is in a very strong financial posi- 
tion, and the current dividend is ex- 
pected to be covered by earnings. The 
company follows a very conservative 
expansion program, charging develop- 
ment expenses against the earnings for 
the period in which they are incurred. 
We see no reason for sacrificing the 
shares at this time, and counsel further 
retention. 


SEARS, ROEBUCK & CO. 


A friend advised me to buy Sears, Roe- 
buck & Co., as he believes that with any 
general business improvement this stock 
could easily advance 15 to 20 points. In 
view of the general decline in merchandise 
prices, I would like to know how this con- 
dition will affect earnings? Is the divi- 
dend well protected? Do you advise a 
moderate commitment?—A, D, M., Sioux 
City, Iowa, 


Sears, Roebuck & Co. conducts the 
largest retail mail-order business in the 
country, and in recent years has broad- 
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ened its scope of business to include the 
operation of a chain of retail stores. 
Recently the company established an 
auto service station adjacent to its 
Chicago store, the success of which will 
determine whether or not the innova- 
tion will be extended to all of its class 
“A” stores. Sales of Sears, Roebuck 
for the 28 weeks ended July 16, last, 
registered a decline of 6.8% from that 
of $198,263,008 reported for the cor- 
responding period of the previous year, 
amounting to $184,707,207. Net in- 
come from January 2, 1931, to July 
16, last, equalled $1.21 a share, 
against $1.24 a share for the corre- 
sponding period a year earlier. The 
management has constantly kept op- 
erating expenses and inventory costs 
in check, which bids fair for the longer 
term prospects of the enterprise. How- 
ever, the new Fall and Winter Cata- 
logue, recently published, reveals fur- 
ther price reductions which factor, 
coupled with rather unpromising out- 
look for the mail-order trade, in re- 
flection of prospective agricultural ad- 
versities, are likely to retard profits of 
the enterprise during the balance of the 
year. We, therefore, do not anticipate 
net operating results in excess of those 
of $2.95 a share reported for the calen- 
dar year of 1930. The dividend rate 
of $2.50 a share annually, appears rea- 
sonably secure, but we believe that 
new purchases should be deferred tem- 
porarily until the prospect is more 
clearly defined. 


TIMKEN ROLLER BEARING CO. 


It seems to me that with their diversi- 
fied products, the stock of Timken Roller 
Bearing Co. should offer long term invest- 
ment possibilities. Will you kindly let me 
have your opinion as to the outlook for 
this company?—A. J. G., Canton, Ohio. 


The Timken Roller Bearing Co. is 
engaged in the manufacture of anti- 
friction bearings used principally in 
automobiles, as well as supplying high- 
est grade of electric steel and alloy 
seamless tubing to general trade. The 
company has reported substantial prog- 
ress in the introduction of Timken 
Tapered Roller Bearings to the general 
machinery, industrial and _ railroad 
equipment fields. Although diversifi- 
cation of the company’s operations, 
with attendant widening field for its 
principal product, bids well for the 
long term future of the enterprise, im- 
portant at the moment, is the current 
position of the company. In reflection 
of the curtailed activity in the auto- 
motive industry, profits of Timken 
Roller Bearing for the first six months 
of 1931 declined to $2,462,714 from 
that of $6,120,023 for the correspond- 
ing period of 1930. Reduced to a per- 
share basis on the common stock, the 


aforementioned results amounted to 
$1.02 and $2.54 respectively. In view 
of the decline in earnings and the rather 
unpromising outlook for the balance of 
the year, directors of the enterprise 
deemed it advisable to reduce dividends 
on the common shares to the annual 
basis of $2 a share, from the previous 
rate of $3 a share annually. Recently 
the Pennsylvania Railroad Co. placed 
an order with the company for $400,- 
000 of bearings for equipping 150 new 
electric locomotives, which order, is 
likely to be the forerunner of substan- 
tial business from other railroads dur- 
ing ensuing years. In view of the 
company’s capable management, and 
more favorable longer term prospects, 
we are inclined to counsel further re- 
tention of present holdings as opposed 
to a sacrifice sale at this time. How- 
ever, we see no reason for hastening 
fresh purchases. 


NATIONAL CASH REGISTER 

As an executive in a store using the 
equipment of the National Cash Register 
Co. and feeling that there was a good 
future for their products, I bought 300 
shares of the “A” stock when it was selling 
at 95. I am still holding it and of course 
have a big paper loss. Do you advise me 
to continue to hold*or would you take your 
loss now? Is there any possibility of an 
early resumption of dividends?—D, J. A., 
New York, N. Y. i 


The National Cash Register Co. is 
the leading producer of cash registers 
in the world, its products being dis- 
tributed through agencies, subsidiaries 
or branches in the United States and 
all important foreign countries. 
- Through its subsidiary, The Ellis Add- 
ing-Typewriter Co., a combination 
typewriter and adding machine, is 
manufactured. Earnings of the com- 
pany since its inception (January, 
1926) have shown a constant upward 
trend to and including the calendar 
year of 1929, establishing in that year 
a peak of $8,339,640, equivalent to 
$7.01 per share of class “A” stock. In 
reflection of curtailed buying, on the 
part of retail stores, earnings during 
the past eighteen months have reg- 
istered sharp declines. Net income for 
the six months ended June 30, 1931, 
amounted to $491,701, equivalent to 
41 cents a share on the class “A” com- 
mon stock, in contrast with $1,685,705 
or $1.41 a share for the first half of 
1930. It should be pointed out at this 
juncture, however, that net profits dur- 
ing the second quarter of the current 
year improved sufficiently to offset the 
loss which was incurred from opera- 
tions during the first three months of 
the year. The second and third quar- 
ters of the year normally are the best 
for the company’s business, but it is 
not likely that last year per-share 

(Please turn to page 609) 
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Odd Lots 


Buyers of Odd Lots receive 
the same courteous and 
painstaking attention as 
large buyers. 


We are always willing to 

ive our opinion in reply to 
inquiries pertaining to in- 
vestments, 


Copy of our interesting 
booklet which explains the 
many advantages of Odd 
Lot Trading furnished on 
request. 


Ask for M.W. 488 


100 Share Lots 


John Muir&a.@. 


Members 
New York Stock Exchange 


39 Broadway New York 


Branch Offices 
11 W. 42d St. 41 E. 42d St. 
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Chicago & Northwestern ... 
Chicago, Rock Is. & Pacific 
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Delaware & Hudson 
Delaware, Lack. & Western.... 
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FOUNDERS 
CORPORATION 


A holding company 

which controls United 

States Electric Power 
Corporation and 
American Founders 


Corporation. 
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cCLURE, JONES & CO. 


115 Broadway 


1931 EARNINGS 
AHEAD OF 1930 


A list of dividend paying stocks 
of companies whose half- 
yearly earnings exceed dividend 
payments and show increases 
over similar 1930 period. 


Ash for list No. M-64 


Members New York Stock Excha 
Associate Members New York Curb Exch. 


New York 
Telephone BArclay 7-7500 
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Lehigh Valley 
Louisville & Nashville 
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Mo., Kansas & Texas 
Do 
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Missouri Pacific ee 
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New York Central 


N, Y. H. & Hartford. 
Norfolk x Western 
Northern Pacific 


Pennsylvania 
Pittsburgh & W. Va. 
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St. Louis-San Fran..... keikeenes 
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Seaboard Air Lines 
Southern Pacific 
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Amer, International Corp 
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Amer. Power & Light 
Amer. Radiator & 8S, 8.. 
Amer. Rolling Mill 
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American Stores 
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Amer. Tel. & Tel 
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tic, Gulf & W. I. 8.8. Line 86% 32% 
ee Refining 17% 30 51% 
Auburn Auto 263% 


Baldwin Loco. Works 
Barnsdall Corp, Cl. 
Beech Nut Packing 
Bendix Aviation 
Best & Co. 
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Bohn Aluminum 
Borden Company 
Borg-Warner 
Briggs Mf 
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Byers & Co. 

Cc 
California Packing oe 
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Calumet & Hecla 
Canada Dry Ginger Ale 
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COLUMBIA 
UNIVERSITY 


HOME STUDY COURSES 








Study Before You Invest 


erm investors are men who by 
study and wide experience have ac- 
quired a sound understanding of .funda- 
mentals, and who select wisely from the 
opportunities of the time. No onewithout 
great experience by trial and error or 
careful study is competent to invest in- 
telligently. Chance rumors determine too 
many purchases of securities. 


The Columbia University course “Invest- 
ments” teaches fundamentals. It tells 
where to get reliable information and 
how to evaluate it. It covers the principles 
that underlie successful investment. It is 
a practical course written and taught by 
experienced, able men. It is an up-to- 
date service that should prove invaluable 
to everyone who invests or advises about 
investments. 


We shall be glad to send full informa- 
tion upon request. 








CoLuMBIA UNIVERSITY, Home Study Department, 
New York, N.Y. Please send me full information 
about Columbia University Home Study Courses. 


I am interested in the following subjects: 
Mag. W. 8S. 8-22-31 











THE BACHE REVIEW 


Facts and Opinions Condensed 


Readers of the Review are in- 
vited to avail themselves of 
our facilities for information 
and advice on stocks and 
bonds, and their inquiries will 
receive our careful attention, 
without obligation to the cor- 
respondent. In writing please 
mention The Bache Review. 


Sent for three months, without charge 


J.S. BACHE & CO. 


Members New York Stock Exchange 


42 Broadway New York 























100 Share or Odd Lots 


Your orders, whether large or small, 
receive the same careful attention— 
always... Consult our Statistical De- 
partment freely on investment matters. 


Write Dept. MG-8 


GisHoLM & @iapMAN 


Members New York Stock Exchange 
Members New York Curb Exchange 
New York 


52 Broadway 
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Prepare 
NOW 
for days 
of 
Maturity 


Start preparations today for an in- 
dependent income, for worry-free 
later years. Invest now in the securi- 
ties of long-established and firmly 
entrenched companies. 


You can make the dividend checks 
received by owners of the securities 
of 


CITIES SERVICE COMPANY 


stepping stones to comfortable years 
of leisure. 





——— — — = Mail the Coupon -— — — — — = 
HENRY L. DOHERTY & CO. 
60 Wall Steet, New York 

Please send me full information. 




















How Much 


Revenue 
from 
Electricity and Gas? 


SSOCIATED Gas and Elect- 
ric Company derives 89% 
of its operating revenue from 
sales of electricity and gas com- 
pared with 82% for 15 other lead- 
ing utility companies. 
In view of the remarkable stab- 
ility of the electric and gas 
industries, coupled with their 
large growth possibilities, it is 
desirable to invest in those util- 
ities deriving the largest pro- 
portion of their income from 
these two sources. 


For information about Associ- 
ated Debenture Bonds, which 
yield over 6%, write for Folder H. 


General Utility Securities — 
Incorporated 


61 Broadway New York City 
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High Low High Low 
b 118 10% 87% 56 
Lehn & Fink 21 84% 225% 
Liggett & Myers Tob. B.. 114% 78% 91% 6014 
Liquid Carbonic 81% 89 55% 20% 
Loew’s, Inc. 95% 41% 68% 86% 
Loose- 10% 40% 64% 40% 
28% 8% 21% 11% 
Mack Truck, Inc. 88% 83% 43% 21% 
Macy (R. H.) 159% 81% 106% % 
Magma 52% 19% 27% 10% 
Marine 82% 17% 24% 18% 
Mathieson Alkali 61% 80% 81% 17% 
May Dept, Stores 61% 87% 89 28 
McKeesport Tin Plate 89% 61 108% 1% 
Mont. Ward & Co. 49% 16% 29% 15% 
Nash 68 21% 40% 
National Biscuit os” 68% 83% 55% 
National Cash Register A 85% 21% 89% 18% 
National Dairy 86 62 85 50% 26%, 
National Lead oe 129% 189% 344 182 85 
National Power & Light ........ 71% 23 58% 80 444, 20% 
North American Co, ........... 186% 66% 182% 57% 90% 56% 
0 
ER Ee eee 55 22%, 80% 48, 58% 81% 
NE dethGccnshsabetasss ss 55 22% 38% 9% 16% 6% 
P 
Pacific Gas & Electric 42 4% 40% 54% 88 
a | aaa 58%, 107% 46 69% 48, 
Packard Motor Car 13 23% 1% 11% 5% 
Paramount Publix 85 11% 84% 50% 19% 
Wemmey . G.) . ..ccccccsee 66 80 27% 89% 28% 
Phillips Petroleum 24% 44% 11% 16% 4% 
Prairie .Oil] & Gas 40% 54 11% 20% 6% 
pe e 45 60 16% 26% 14% 
Procter & Gamble 48y% 18% 52% 11% 56 
Public Service of N. J 54 128% 65 96% 72 
Pullman, Ino. .......00. 73 89% 47 58% 28 
“\ BOR aes 20 27% 1% 11% 5% 
Purity Bakeries . 55 88% 86 55% 24% 
zB 
Radio Corp. of America......... 114% 26 69% 11 12 
Radio-Keith-Orpheum .... 46% 12 50 iat Hy 11% 
Remington-Rand ........ 57% 20% 46% 144% 19% 5% 
Republic Steel .....ccccccccecee 146% 62% 19% 10% 25% 10 
energy = z. ) Tob. oD... 66 39 58% 40 54% 40% 
RCE no skadncosiinn ess - 6 48% 56% 86% 4204 24% 
8 
Safeway Stores .........0...00: 195% 90% 122% 88% 65% 88% 
Sears, 2 - oomgee | ee 181 80 100% 43% 68% 44% 
Cerecedeccccccccee 81% 19 25% 5% 10% 4% 
Simmons Oo. I ee 188 59% 94% 11 23% 10% 
Sinclair ao. Oil Corp........ 45 21 $2 9% 15% 6% 
a. fe OS eee 46 28 42 10% 12% 8% 
OS rae 98% 45% 72 40% 54% 86 
Standard Brands ......-........ 444, 20 29% 144% 20% 14% 
Standard Gas & Elec. Co........ 243%, 18% 129% 58% 88% 55% 
Standard Oil of Calif........... 81% 61% 5 42y, 51% 81% 
Standard Oil of N. J........... 48 84% 48% 52% 305% 
Standard Oil of N. Y. .......... 814 31% 40% 19% 18% 
ewart-Warner Speedometer .... 77 30 47 14% 21% 8 
Stone & Webster .............. 201% 118% 87% 54% 25% 
Studebaker Corp. .............. 98 88% 47% 18% 26 14% 
T 
Texas idee hebeepbiebaos ss 711% 50 60% 28%, 36% 18 
Texas Gulf Sulphur ............ 85% 421% 67% 40% 55% 29% 
Tide Water Assoc, Oil.......... 28% 10 17% 5% 9 4 
Timken Roller Bearing .......... 189% 58% 89% 40% 69 281% 
v 
Underwood-Elliott-Fisher ....... 181 82 188 49 15 
Union Carbide & Oarbon........ 140 59 106% 52% me oY 
ited Aircraft & Trans........ 162 81 99 18% 88% % 
a. EES 15% 19 52 18% 31% 16% 
99 105 461%, 67% 48% 
22 49% 24% 87% 25% 
95 189% 60% 1% 24% 
12 38% 18% 87% 20 
2 oo. a 
——. Ref. & Mining.. 72% 29% 17% 255% 18% 
v. ry pret ag cbuibabsiciwe<s 150 198% 184% 152% 88% 
WORE GD. no. oesceesccesss 116% 87% 148% 443% 16% 23% 
Ww 
Warner Brothers Pictures ...... 64% 30 20 4 
Western Union Tel. ............ 272% 155 alee see 150% ost 
Westinghouse Air Brake........ 67% 26% 52 81% 86% 20 
Westinghouse Elec. & Mfg...... 2925, 100 201% 88% 107% 54% 
Woolworth Oo. (PW) 222720. 103% «Bema «BIR 
Wi _ Mach.. 1 43 169 47 106% 87% 
Youngstown Sheet & Tube...... 148 91 150% 68% 78 om 


Bid Price, § Payable in stock, 
608 When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 











eg 


He 


Ary 12/81 Ag 


po 
12 . 
24% 
48% 
19 


30 
80% 
13% 
21) 
722% 
131% 
74 
20% 


28% 
57% 
25% 
84% 
+108% 
245% 
67% 


Sm. : 


mes mete: 


: g-eue: 





= 


Bush Te 
Fairbanl 


Petr 


Elec 


eo wt 











co? pm $0 20.,: 
ss 




















——— 


Securities Analyzed, Rated and 
Mentioned in This Issue 
INDUSTRIALS 








Bush Terminal Co..-++++s+eeeseeerereecees 609 
Chemical Stocks, Position of Leading....... 590 
Fairbanks, Morse & Co0.....+s+seeeeseeees 610 
Food Stocks, Position of ee SEE 590 
Fox Film ..--ceesceccecceeeeeccrceeceeee 581 
General American Tek Car Oil0ik. cs. s see 598 
Jewel Tea C0..20eeseeereeeeeeeeeeeeceeees 605 
Loose-Wiles Biscuit Co....-....++e+eeeeeeee 604 
Portland Co., P..ccsacsvecscvcssssccesces 619 


Merchandising Shares, Position of Leading.. 591 
Metro-Goldwyn-Mayer 


weet eee eenseeeereeee 


Montgomery. Ward & Co., Inc............- 609 
Motor Stocks, Position of Leading.......... 588 
National Cash Register....... At ieee 605 














Paramount-Publix ..2..0cccccscce.cvcscove 581 
at Rachid Ghdbeyantnan eet 581 
Pallman, Inc. ...ccccccsscescsecvvcceccce 604 
Radio-Keith-Orpheum ..........sssceeeeeee 581 
Reynolds Tobacco Co., R. J....---+s+eeeeeee 604 
Sears, Roebuck & CO....ceeeeeeeeeeeerree 605 
Steel Stocks, Position of Leading.......... 585 
Timken Roller Bearing Co.........++++eee 605 
Tire and Accessory Stocks, Position of Lead- 

I vccccccccccvcccscercsccccesceesccos 589 
0 OES UR eae tee icy he 581 
Warner Bros ......ccccccgccescccvcccccce 581 

BONDS 
Delaware & Hudson 5%4s, 1937.........005 592 
INVESTMENT TRUSTS 
DM COtp.. 6c veivccnceccvcsceesvssasee'e 600 
PETROLEUM 
Petroleum Stocks, Position of Leading..... 587 
PUBLIC UTILITIES 
Electric Power & Light Corp...........-++ 596 
RAILROADS 
inare & QBs 6.505 eavabes sce evden eee 594 
MINING 
Metal and Mining Stocks, Position of...... 586 
Important Corporation 
Meetings 
Date of 
Company Specification Meeting 
Amer, Safety Razor Corp....Common Div. 8-25 
Borg-Worner Corp..... Pfd. & Com. Divs. 8-27 
Brooklyn Union Gas Co...... Common Div. 8-27 
Commercial Credit Co.-Balt, 
All classes Div. 8-27 
Consolidated Laundries Corp..... Directors 8-31 
Continental Gas & Elec. Co. 
Pr. Pfd. & Common Divs. 8-25 
Crowell Publishing Co........... Directors 8-25 
Fairbanks-Morse & Co....... Common Div. 8-25 
Federal Motor Truck........ Common Div. 8-25 
Foster Wheeler Corp..Pfd. & Com. Divs. 8-24 
General Am. Tank Car Corp..Common Div. 8-27 
General Electric Co....Spec. & Com. Divs. 8-28 
General Railway Signal Co. 
Pfd. & Common Divs. 8-27 
Hercules Powder Co......... Common Div. 8-26 
International Cement Corp...Common Div. 8-26 
Mathieson Alkali Works, Inc. 
Pfd. & Com. Divs. 8-26 
N. Y., New Haven & Hartford R. R. 
Pfd. & Com, Divs. 8-25 
Otis Steel Co...... Pr. Pfd. & Com. Divs. 8-28 
Southern Calif, Edison Co. 
Common & Orig. Pfd. Divs. 8-28 
Westinghouse Elec. & Mfg. Co. 
Pfd. & Common Divs. 8-26 


—. 








AUGUST 22, 1931 


Delaware & Hudson 
5lhs, 1937 
(Continued from page 593) 








earned only 1.43 times. If, however, 
the full year’s earnings of the railroad 
property as well as from other sources, 
chiefly investment holdings, were taken, 
fixed charges would have been earned 
approximately 1.85 times which com- 
pares with 2.64 times in 1929, 2.28 
times in 1928 and 1.55 times in 1927. 
From its marketable securities, cash and 
advances the parent company has an 
assured income estimated at about 
$3,600,000 which compares with bond 
interest charges of somewhat less than 
$2,500,000. 

The earnings from the rail proper- 
ties are down sharply this year owing 
to depressed business conditions. For 
the first six months of the year gross 
revenues were off about 16% from the 
corresponding period of 1930, and net 
operating income was off about 37%. 
While the earning power of the rail- 
road properties will be rather unsatis- 
factory this year, thus reducing the 
margin for the fixed and bond interest 
charges, the earnings derived from the 
large investment holdings and accruing 
to the parent company fortify the 
earnings position of the bonds. 

The Gold 5's of 1937 are an at- 
tractive. medium high grade bond for 
average investment holding. The issue 
is redeemable as a whole only on May 
1, 1932, at 105 and interest, or on any 
subsequent interest date at 105 and in- 
terest less %% for each six months 
from May 1, 1932, to the redemption 
date. 








Answers to Inquiries 
(Continued from page 605) 








profits of $3.01 on the class “A” stock 
will be duplicated. Nevertheless, cur- 
rent prices for the company’s shares 
appear to discount existing conditions, 
and providing you are not averse to 
assuming reasonable speculative risk 
further retention of your holdings is 
suggested. 


MONTGOMERY WARD & CO., 
INC. 


In 1930 I purchased 135 shares of 
Montgomery Ward at an average price of 

. I had finally decided to sell and take 
my loss when I read of new rumors of a 
merger with Sears, Roebuck & Co. Do 
you think there is any possibility of a 
merger? Naturally if there is likely to be 


a substantial up-move I do not want to 
sell now. I will be guided by your judg- 
ment.—H. D. O., Milwaukee, Wis. 


In addition to holding a position as 
the second largest mail-order house, 
Montgomery Ward & Co., Inc., op- 
erates a number of retail units, in- 
cluding 541 chain stores and 16 de- 
partment stores. The entrance of the 
company into the retail store field 
caused a great increase in overhead ex- 
penses, accounting in a large part for 
the recent low earnings level of the 
company. However, when the neces- 
sary readjustments are accomplished. 
the company should be in an excellent 
position to recover its former earning 
power. Operations in the first six 
months of the current year showed a 
deficit of $1,375,968, against a loss of 
$2,503,734 in the first half of 1930. 
There was a slight profit in the second 
quarter of the current year, chiefly as 
a result of curtailment of expenses. 
The fall catalogue of the company, re- 
cently issued, showed a sharp reduction 
in prices, and this, together with the 
falling off in purchasing power in the 
rural sections, likely will keep earnings 
at a low level for the near term. Ru- 
mors have again arisen concerning a 
merger with Sears, Roebuck, and it ap- 
pears logical that such an amalgama- 
tion will eventually be effected. How- 
ever, it is not known just what stage 
the merger plan has reached and it 
must be considered a matter of the in- 
definite future. While the outlook 
over the near term is not particularly 
promising, we would not sacrifice, pro- 
vided you are willing to assume a rea- 
sonable business man’s risk. 





BUSH TERMINAL CO. 


I am holding 100 shares of Bush Termi- 
nal. I recently read where their earnings 
for the second quarter of 1931 show an 
improvement over the first quarter and I 
fully expected to see some improvement in 
the price of the stock as a result. -But it 
remains only a few points above its low 
for the year. Do you think the dividend ts 
safe? Would you advise me to sell my 
stock and take a small loss?—V. M. O., 
Somerville, Mass. 


The Bush Terminal Co. operates one 
of the largest shipping terminals in the 
world, properties including more than 
100 warehouses, 20 miles of railroad 
track and a cold storage plant. In ad- 
dition, the company owns in the neigh- 
borhood of 17 loft buildings, which are 
rented to jobbers and distributors. Op- 
erations became international in scope 
a few years ago through the formation 
of the Bush Service Corp., which gave 
the company representation in prac- 
tically every European country, with 
the exception of Russia. Operations of 
the enterprise in 1930 were adversely 
affected by the business depression and 
$2.35 per share was earned on the com- 
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thon stock, against $4.32 in 1929. In 
the first six months of the current year, 
$1.66 was earned on the common 
shares, as against $2.06 in the first half 
of 1930. Operations in the second 
quarter of the current year were more 


satisfactory than in the first, which © 


would appear to indicate that the 
downward trend of earnings has been 
stemmed. The dividend appears to be 
secure, and in view of the attractive 
yield offered, we suggest that you 
maintain your equity in this enterprise 
over the longer term. 


FAIRBANKS, MORSE & CO. 


I am holding 100 shares of Fairbanks, 
Morse & Co., for which I paid 33 last 
year. Its recent market action has worried 
me and I would like your judgment as to 
what to do. If you think it advisable I 
will take my loss now rather than to wait 
and take a larger loss later on. I will ap- 
preciate an early reply—M. M. M., St. 
Louts, Mo. 


The chief product of Fairbanks, 
Morse & Co. is the Diesel engine al- 
though other products include pumps, 
scales, generators and electric motors, 
railroad equipment and water plant 
equipment. Earnings of the company 
have shown irregularity, dropping from 
$6.74 per share in 1925 to but 93 
cents a share in 1930. The company 
operated at a deficit of 60 cents a share 
in the last half of 1930. Sales fell off 
sharply in the’ final quarter of 1930, 
and it has been reported that some 
slight increase was shown in the first 
few months of the current year, but it 
is unlikely that anything will be earned 
on the common stock in the full year 
1931. The dividend has been reduced 
from an annual $3 rate to a yearly 
$1.60 rate, but inasmuch as the present 
rate is not being covered by earnings, 
it cannot be considered entirely safe, 
although the financial condition is satis- 
factory. Restoration of former earn- 
ing power does not appear to be in 
early prospect and we frankly believe 
that the more conservative course 
would be to liquidate as there are bet- 
“es opportunities elsewhere in the mar- 

et. 


P. LORILLARD CO. 

I have been watching the market action 
of P. Lorillard. Jt is close to its 1930 
high and it seems to me that if earnings 
increase again in 1931 the way they did in 
1930, that this stock should be selling at 
much higher prices. What is your opinion 
as to a moderate commitment at this time? 
Will you also give me your judgment as 
to dividend  possibilities?—S. S. G., 
Wichita, Kan. 


The position of the P. Lorillard Co., 
the third largest unit in the domestic 
tobacco industry, and producer of the 
“Old Gold” cigarette, was greatly im- 
proved recently by the increase in the 
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wholesale price of cigarettes. Expenses 
in connection with the introduction of 
“Old Gold” cigarette have been enor- 
mous, but 1930 earnings indicated that 
the company turned the corner and 
earnings amounted to $1.47 per share 
in that year, as compared with but 29 
cents a share in 1929. The greater 
part of the revenues of the company 
have been plowed back into advertis- 
ing expenditures in order to promote 
the sale of “Old Golds,” and it is ap- 
parent that the large expenditures be- 
gan to bear fruit last year. It has been 
estimated that earnings in the current 
year will be in the neighborhood of $2 
per share, but it is likely that the com- 
pany will utilize a portion of the in- 
creased revenues for promotional work. 
The stock is admittedly speculative but 
we believe that purchases made during 
periods of market weakness will prove 
profitable over the longer term. Re- 
sumption of dividends on the stock is 
not an imminent possibility, particu- 
larly in the light of the substantial ad- 
vertising outlays and a probable desire 
on the part of the management to re- 
duce senior indebtedness. 








Baltimore & Ohio 
(Continued from page 595) 








New York, Chicago, Kansas City and 
St. Louis. 

Both the Buffalo & Susquehanna and 
Buffalo, Rochester & Pittsburgh are 
coal-carrying roads and as such will 


add to the tonnage of the B. & O. The © 


Buffalo, Rochester & Pittsburgh affords 
an outlet to Rochester and Buffalo, the 
latter an important lake port being 
served also by competing systems, New 
York Central and the Van Sweringen 
lines. It is proposed to establish 
physical connection between these 
two roads and the Reading system by 
building a line 73 miles long between 
Sinemahoning and Williamsport, Pa. 

The Alton has about 1,000 miles of 
line against 520 for the Buffalo, Roch- 
ester & Pittsburgh and only 238 for the 
Buffalo & Susquehanna. The fact that 
it has been in receivership for about 
nine years would naturally lead to the 
assumption that something was radi- 
cally wrong with this road or that a 
great change has occurred in the condi- 
tions prevailing in its territory. To 
some extent the latter is true. In the 
old days when T. B. Blackstone was 
president and in control of the Alton, 
it paid dividends at the rate of $8 a 
year on both its common and preferred 
stock. Then the capitalization was far 
smaller than when the road went into 
receivership. An unwieldy capitaliza- 
tion was the chief cause of its financial 
downfall. 


Under B. & O. ownership and man. 
agement, the Alton gradually shoul 
be restored to its former and rightful 
position in the railroad field of the Cen, 
tral West and should become again 
good earner. For years it has been re. 
garded as having the best passenger line 
between Chicago and St. Louis, and 
even in recent years, with increased 
competition from the railensds not to 
speak of that of the bus and private 
automobile, this road has handled about 
50% of the passenger traffic between 
those two important points. 

The Alton is likewise an important 
freight carrier. About 40% of its 
total freight traffic in recent years has 
come from products of the mines. 
Manufactures, merchandise and miscel- 
laneous have accounted for approxi- 
mately 35%. Inasmuch as B. & O. is 
such an important carrier of bituminous 
coal, it would seem reasonable to assume 
that under its ownership of Alton, the 
latter would enjoy a still larger move- 
ment of that commodity, transferred to 
it by the B. & O. 

The latter has acquired control of the 
Alton through the purchase of out- 
standing bonds and of the physical 
property at a public sale. The Alton 
Railroad Co. with a share capital of 
$25,000,000, which the B. & O. is to 
acquire at par, has been organized to 
take over the properties and assets of 
the Chicago & Alton Railroad Co., the 
old company. Its stockholders lost out 
with the Baltimore & Ohio and with 
the I. C. C. after a long struggle for 
recognition. The bonded indebtedness 
of the old company was so large that 
there was nothing left for them. 

The B. & O. has in mind the acquisi- 
tion of at least two other small rail- 
roads to round out its present system. 
In fact, for several years it has owned 
working control of Western Maryland, 
which was bought chiefly to avoid 
building a second track between the 
most important points served by the 
smaller line. The I. C. C., however, 
ordered the B. & O. to give up its 
Western Maryland, but has three times 
extended the date for doing so, the last 
to January 13, 1932. During that time 
the stock must be transferred to a 
trustee approved by a Commission. 
As already intimated, it is regarded as 
fairly probable that the divesting order 
eventually will be rescinded and the B. 
& O. permitted to keep this line. 

It has also signified its desire to ac 
quire the Ann Arbor, control of which 
is now owned by the Wabash. 
Whether the latter will be willing to 
give up this road, which would give 
the B. & O. an outlet into upper 
Michigan, such as the Van Sweringen 
system has through the Pere Mar: 
quette, and whether the I. C. C. would 
give its approval, cannot be foretold 
at this time. While the Ann Arbor 
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would be a desirable acquisition, it is 
not vital to the rounding out of the 
B. & O. system. 

Its earnings, both gross and net, 
like those of all the railroads of the 
United States, have fallen off seriously 
since October, 1929. The decrease in 
gross for 1930 compared with the pre- 
vious year was $38,758,340 and the 
net income, the amount applicable to 
dividends, $7;344,138. B. & O. earned 
7.44% on the common against 11.24% 
in 1929. With no improvement in 
either gross or net earnings during the 
first three months of this year, the 
directors last March reduced the rate 
on the common from $7 to $5 a year 
and declared another quarterly instal- 
ment at the latter rate in June. 

For the first six months of the cur- 
rent fiscal period, gross earnings were 
off $24,141,342 and net railway op- 
erating income $6,394,606, compared 
with the first half of 1930. As the 
company does not publish the figures, 
it is impossible to state just what the 
net results were equal to on the com- 
mon 

With a general pick-up in business 
which would mean a large increase in 
demand for bituminous coal, with 
steady expansion in the diversification 
of its trafic and with the acquisition 
of its new lines, B. & O. gross earnings 
should increase rapidly and materially. 
Operating expenses are so well in hand 
that the net should be large in propor- 
tion to the gross. 

At the recent price of about 50 the 
common stock, with the present 5% 
dividend, yields 10% on the invest- 
ment. Of course, it is not certain that 
this dividend will be maintained 
throughout the year if earnings are not 
substantially better than they were for 
the first half. At the present price of 
around 70 for the preferred, on which 
the dividend is limited to 4%, the yield 
is, roughly, 5.70%. 








General American Tank Car 
Corp. 
(Continued from page 599) 








and, in the case of this company, it 
can hardly be expected that foreign 
subsidiaries are returning the revenue 
which might normally be expected of 
them. As has been pointed out before, 
however, General American Tank Car 
is unlikely to be affected in its con- 
struction activities as »adly as the gen- 
eral run of equipment builders and 
this in time will surely again become a 
profitable division, for although the 
railroads are not buying rolling stock 
at the present moment, the results of 
wear and tear and obsolescence must 


inevitably be made up at some distant 
date. On the other hand, the com- 
pany’s tendency to concentrate its op- 
erating activities to the transportation 
of perishables is definitely favorable 
and especially is this so in regard to 
the special containers which have been 
evolved. While cities exist, food will 
always have to be moved between dis- 
tant points and there is no reason to 
suppose that either the truck or the 
aeroplane will ever prove a serious 
threat to this business particularly 
where ice or other means of cooling 
must be employed. 

The extent to which the unfavorable 
factors have influenced the company’s 
business during the present year is 
brought out in its semi-annual report 
which showed earnings of $3.02 per 
share on 818,833 shares compared with 
$4.58 per share on a smaller number 
of shares in the corresponding period 
of 1930. Although this decline 
is by no means negligible, it will be 
noticed that substantial profits are still 
being made and that there is every in- 
dication of the yearly dividend of $4 
being covered by a wide margin. 
Under these conditions then, there 
would appear to be no danger of the 
present disbursement being reduced in 
the near future, so that the yield of 
nearly 7% at the present price of $58 
a share is a liberal one in view of its 
comparative safety, making the issue an 
attractive speculative purchase for 
those willing to accept the risk attend- 
ant to the purchase of almost any com- 
mon stock in these troubled times. 








Electric Power & Light Corp. 
"(Continued from page 597) 








The style of capitalization of Elec- 
tric Power & Light gives the common 
stock tremendous leverage which, in a 
period of rising earnings, would have 
a magnified effect on the market price 
of the stock. Specifically, the earnings 
equity of the common stock is thin and 
in the twelve months’ period ended 
March 31, 1931, was equivalent to 
only 6.6% of the total gross revenues. 
Manifestly, in a period of declining 
gross earnings the management must 
effect economies and savings in opera- 
tions to maintain net earnings on the 
common or otherwise this will soon be 
wiped out. 

The maintenance of the common 
earnings as shown from reports during 
the present period of depression indi- 
cates that such savings are being made. 
Moreover, it is probable that the op- 
erating efficiency being achieved by the 
system at present will be continued 
subsequently when recovery is again 


under way with beneficial influence to 
the common stockholders to whom will 
accrue the savings. Recognizing the 
thin equity of the common stock, it 
does nevertheless possess attractive pos. 
sibilities in the future. 

To those interested only in the ap 
preciation possibilities in the equity of 
Electric Power & Light Corp. a novel 
situation presents itself in the option 
warrants of the company. These op. 
tion warrants are outstanding in the 
amount of 672,402, each of which 
gives the holder a perpetual right to 
purchase common stock of the com- 
pany at any time at $25 a share. With 
the common stock recently selling for 
37 the option warrants are selling at 
about 18. Add to the latter the $25 
subscription price necessary to pur- 
chase the common stock, we get a total 
price of 43 or a premium of 6 points 
over the market for the common stock. 

However, for the premium the pur- 
chaser gets two tangible things, name- 
ly he can obtain a greater percentage 
appreciation in the warrants than he 
can in the common stock, and moreover 
in the present price range the warrants 
show greater resistance to further de- 
cline than does the common stock. The 
chart included with this article illus- 
trates graphically the greater apprecia- 
tion offered in the warrants—the rate 
of rise as indicated on a logarithmic 
scale is much sharper. For example, 
when the common stock was selling for 
3414, the warrants were selling for 
164, but when the common sold at 
614 the warrants sold at 41. The 
common in this case would show ap- 
preciation of 78% while the warrants 
148% or almost twice as much. On 
the decline, of course, the reverse 
would apply but inasmuch as the war- 
rants at current price levels show 
greater resistance to further decline 
than does the common stock, the pres- 
ent time seems advantageous for the 
purchase of the warrants for the per- 
son who is interested solely in appreci- 
ation possibilities. 

Offsetting the advantages of the 
warrants, the common stock pays a 
dividend of $1 annually which at re- 
cent price for the stock returns a yield 
2.7%. The common, moreover, can be 
purchased on margin but this procedure 
increases the risk as a decline in the 
market may wipe out the purchaser's 
equity entirely, a thing which cannot 
happen in outright buying. In either 
the common stock or the option war- 
rants, attractive future possibilities ex’ 
ist when the country again enters a 
broad period of recovery and pros 


perity. 
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Mines and Metals Slow to 
Make Essential Adjustments 
(Continued from page 586) 








ied 


even now some low-cost copper which 
shows producers a profit, and curtail- 
ment of operations would automatical- 
ly increase the cost per pound sufh- 
ciently to convert operating profits into 
operating deficits. 

The increasing menace of low-cost 
foreign production, against which there 
js no tariff protection, is another of 
the unfavorable factors in the copper 
situation, and even a tariff impost 
would be no protection against com- 
petition in the world market. Its ex- 
istence, however, is a check against any 
assisted recovery carrying far enough 
to restore the price of copper to a level 
where our high-cost producers would 
again be able to operate at a profit. 

In the severe economic depression 
and stock market deflation the shares 
of the strongest companies in the min- 
ing and metals industry suffered as 
badly as those of corporations which 
were seriously menaced. In recent 
months there has been some readjust- 
ment of relative values and the com- 
parative portrayal of the principal 
items of investment significance now 
brings into fairly strong relief the 
issues in which long range improve- 
ment may be looked for. 








Why Germany’s Distress 
Affects the World 
(Continued from page 567) 








5. The arrival of world-wide hard 
times naturally made the domestic 
situation in Germany much worse, as 
it caused a great increase of unemploy- 
ment and sharply reduced national in- 
come. Germany no longer could float 
bonds at endurable rates and recourse 
was had more and more to short-time 
credits. Foreign investors began to 
realize that Germany was paying her 
bills by new borrowings and there 
naturally arose a keen demand for 
withdrawal of the short term credits. 
This, together with the fearfulness of 
domestic capital led to a tremendous 
flight of gold from Germany (rep- 
resenting German as well as foreign 
funds) and a shortage of money. 
Finally, the German government de- 
stroyed confidence when it practically 
told the world in May that it was in- 
solvent. Intended as a warning that 
there must be a revision of reparations 
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it became a signal for panic. 


The 
“run on the bank” gained momentum, 
500 million dollars of foreign funds 
were withdrawn in a period of 85 
days, the great Darmstaedter and 
National Bank suspended payment. 
The shock was felt throughout the 
world and there followed the familiar 
series of efforts to save Germany—sus- 
pension of 1931 reparations payments, 
a credit of 125 million dollars to 
the Reichsbank by the Banks of 
England and France and the Federal 
Reserve Bank of New York, inter- 
national conferences in London and 
Paris and various curative measures in 
Germany itself, including a virtual 
moratorium on the withdrawal of bank 
deposits. 

Finally, the strain on the Bank of 
England, which had evidenced deep 
concern lest the German panic become 
world-wide, and the rush of gold to 
France necessitated the granting to that 
bank by the Bank of France and the 
Federal Reserve Bank of New York of 
a credit of 250 million dollars. Later 
the creditor bankers of all countries in- 
volved took steps to postpone collec- 
tions. And a committee of the prin- 
cipal central banks of the world is now 
in session at Basle, under the auspices 
of the Bank of International Settle- 
ments, to inquire into the further short 
term credit needs of Germany and to 
canvass the possibility of converting 
a part of the short time credits into 
long-time loans. 

The nucleus of the problem is to 
find a way to keep Germany in pos- 
session of sufficient gold to back her 
currency, and the irreducible minimum 
of liquid capital without which Ger- 
man industry and commerce must 
cease to function. What a German 
collapse would mean to the outside 
world is indicated by the fact that the 
United States has put 3.3 billion dol- 
lars into German bonds and direct in- 
vestments and has the major share of 
whatever may still be left of the 2,500 
million dollars of short term credits 
advanced to that country by outside 
sources. Our stake in Germany is 
close to 30 per cent of all our foreign 
risks. 


A Chronic Evil 


Doubtless Germany will be saved and 
restored for the time being, but the 
present situation is bound to recur and 
that very soon if prices continue to 
slump and the world depression gets 
worse. Falling prices, it must be re- 
membered, automatically increase the 
obligations of debtors. Heroic meas- 
ures will have to be taken in order to 
give permanent relief. It is evident 
that Germany is at the end of the prac- 
tice of meeting reparations transfers by 
reckless borrowing abroad. Repara- 
tions, when resumed can be met here- 





after only by earned credits. In other 
words, it is a question of giving Ger- 
many a chance to make enough out of 
foreign trade to provide the means of 
transferring reparation funds to the 
creditor countries. 

The annual reparations charge is only 
3 per cent of the national income of 
Germany. It is absurd to say that Ger- 
many can not produce such an amount. 
It is not to raise the money but to pay 
it across the frontier that constitutes 
the problem. There are only three 
solutions: (1) cancellation or drastic 
reduction of the reparations, (2) a 
general letting down of the tariff 
barriers to German goods or (3) a con- 
tinual increase of foreign loans to 
Germany and/or direct investments in 
Germany. 

The United States is bound to be 
deeply affected by any of these ways 
out. If reparations, which go mostly 
to pay the allies’ political debts. to us, 
are cancelled, those debts will be re- 
pudiated. If tariff barriers are low- 
ered American industry will have a 
battle royal at home with German in- 
dustry. A further increase of 
America’s stake in Germany will 
probably be impracticable for a long 
time and when practicable will be bad 
policy. We have better uses for our 
money than to build up competitive 
trade for our rivals. 

Aside from the problem of how 
wealth in Germany can be transferred 
in huge quantities to foreign debtors 
there is the German attitude of mind 
to be considered. Germany has no 
moral will to try to make any further 
payments on a large scale. She feels 
that already she has been punished as 
the loser of the war to a degree un- 
paralleled in history. The reparations 
payments made to date, plus eleven bil- 
lion marks of German private property 
seized by her enemies amount to 48 bil- 
lion marks or roughly 12 billion dollars. 
The Young plan calls for 40 billion 
(present value) more marks, making 
a total of 88 billions, which is twelve 
times as great per capita as the in- 
demnity Germany imposed on France 
in 1871. Moreover, Germany lost all 
her colonies, to say nothing of the 
cession of more of her home territory 
than France ceded at the end of the 
former war. Finally, to make the 
measure overflowing, Germany charges 
up the inflation following the war and 
its annihilation of her liquid capital to 
the account of the allies, as a direct re- 
sult of pressure for reparations. Ger- 
many has the ability to pay, beyond a 
doubt; but she has not the will and the 
only way she can pay is held by her 
debtors to be injurious to their in- 
terests. 

It is a situation that is baffling for 
us, as well as for Germany and the 
nations interested in reparations. At 
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present Germany can pay, in the sense 
that she has the necessary wealth, but 
her creditors not wanting their do- 
mestic markets flooded with German 
goods and services in competition with 
those of their nationals, refuse to take 
them freely, thus preventing Germany 
from creating the credits abroad from 
which settlement could be made in 
cash. In the neutral markets of the 
world Germany is confronted with in- 
creasing tariffs and keen competition 
with her creditors’ exports. Inevitably 
there is going to be a blowout some- 
where unless the pressure is relieved. 
President Hoover postponed it for one 
year by his moratorium plan. 

Inasmuch as it is not likely that the 
world will soon reverse its restrictive 
trade policies, the chances are that the 
blowout will be in the elimination of 
reparations or their very great reduc- 
tion, with or without treaty agreement 
and with or without revolution in Ger- 
many. It is not a question of war 
guilt or the justice of the penalty. 
It is a business question. All the 
creditor nations have their national 
budgets tied up with the precarious 
payment of reparations, and all are 
ceaselessly disturbed by the continu- 
ous unbalance of trade and finance that 
proceeds from unsuccessful and even 
from successful efforts to pay them. 

The unexpected and unforeseen have 
ways of happening, and it may be that 
German ingenuity, industry and in- 
vention will yet succeed in overcoming 
all obstacles and attain favorable for- 
eign trade balances when world condi- 
tions improve. Because of that there 
should be no yielding to German de- 
mands for the extinction of reparation. 
If Germany is not successful in regain- 
ing her favorable trade balance, repara- 
tions payments must suffer further 
postponement. 








Film Industry’s Day of 
Reckoning at Hand 
(Continued from page 581) 








larly true is this of personnel. Di- 
rectors who were riding the top waves 
three years ago have been dropped 
out. Players whose services were 
in regular demand have found them- 
selves not wanted. In both divi- 
sions are men and women who re- 
ceived $3,000 a week and upward. 
But in almost no instance has there 
been a change at the very top, and this 
is in some degree the reason for the 
evil state into which the industry has 
fallen. It is at the very top that the 
greatest charges are found. 

In almost any major studio that is 
capable of carrying on eight produc- 
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tion units simultaneously it is the over- 
head that provides the burden, and a 
large part of that overhead is execu- 
tive salaries. If we allow at full pro- 
duction a charge of 100 per cent, and 
then suspend all production and run 
along two months on a more or less 
skeletonized basis the reduction in per- 
sonnel will not account for more than 
30 per cent, which means that the 
fellows who are getting from a quarter 
of a million a year upward to close to 
a million, have not found it advisable 
to lay themselves off or to cut their 
stipends, 


Salary Revision Needed 


The salary question in the studios 
badly needs readjustment. The direc- 
tor who takes a prepared story and 
is so unsure of what he should do with 
it that he must expose 100,000 feet of 
film to insure that he gets 7,000, does 
not deserve $2,500 a week. If he 
knows so little of his intentions that 
he permits the construction of and fails 
to use expensive sets, he is incompe- 
tent. If he employs players and fails 
to use them before the camera, he’ 
does not know his business. He will 
tell you that he does this to protect the 
studio from loss, in that it would cost 
a great deal of money to reproduce the 
conditions under which he was work- 
ing should he determine that story de- 
mands made it necessary to reproduce 
them. It is a faulty and stupid alibi. 

No actor is worth $7,000 a week— 
for even one week, and when a pro- 
ducer will give an actress $30,000 a 
week for ten weeks one may wonder 
if he thinks he owns a private mint. 
Hollywood is rather fend of develop- 
ing and according an accolade to 
“genius.” There is one whose salary 
is in excess of $300,000 a year, and 
whose wife earns nearly $200,000. 
There are others whose chief recom- 
mendation to the payroll is that they 
play a good game of pinochle with the 
right group, and they get up to $2,000 
a week. 

All these things need adjustment, 
and the men at the top have been un- 
able to perceive, first that they no 
longer own the picture companies ex- 
clusively, and second that the golden 
days of tremendous profits from almost 
anything that provided motion on a 
screen are gone forever. It is very 
doubtful if they can adjust themselves 
to a tremendously reduced expenditure. 
Now they are leaning heavily in their 
distress upon the belief that the new 
financial groups know little or nothing 
about making pictures, and will not 
dare to replace them with persons who 
will operate at lower costs. 

Good pictures can be made at less 
than half the cost of those turned out 
by the large studios today. If the 
present group of those in control can’t 


do it—and it is my firm conviction 
they can’t—then new men will have 
to be found, and I can find several in 
Hollywood today, working. 

Hollywood has yielded to the cop. 
viction that no cne need be astonished 
if the picture industry should fold up 
and die. The worst worried people 
are the executive chiefs. They realize 
they are “on the spot,” and they don't 
know what to do about it. The 
financial groups lately added to the 
directorial boards might do worse than 
run back thirty years in memory and 
regard the course of J. Pierpont Mor- 
gan. One of the first things Mr. 
Morgan invariably did in entering a 
new enterprise was to get some ac 
curate information about it. He sent 
some one to get him facts, and then 
he used the facts. These facts won't 
be easy to get, for the studio politicians 
will fight to the last gasp to protect 
their jobs, even if, like Samson, they 
pull the temple down about their ears. 
But the facts can be had, and when 
they are obtained the remedy and its 
scope will be plainly indicated. Some 
of the best pictures are being made in 
Hollywood at a cost of less than $100,- 
000, and—this is worth noting—the 
pictures that have made the greatest 
successes have been the pictures with 
no stars and few expensive actors. 

The motion picture industry is not 
going to die, even though it is pretty 
sick. It is an essential part of our 
civilization, and on that basis alone it 
must continue—but never as an 
asylum devoted to financial whoopee, 
and for the glorification and profit of 
a few individuals. Today the public 
owns the movies, just as it now owns 
the telephone, the major railroads and 
the great industries. 








Important Dividend 


Announcements 


NOTE—To obtain a dividend directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books. 


Ann’l 
Rate 
$5.00 Am. Sugar Refining Co.$1.25 
4.00 Atlas Powder Co..... 1.00 
3.52 Bangor & Ar’stook RR. .88 
1,50 Chile Copper Co..... 387% @ 94 9-80 
1,00 Chrysler Corp. 25 Q 9-1 
Stock Columbia Pict. Corp...24%2% SA 9-3 
9.00 Del. & Hudson Co.... 2.25 8-28 
Stock Elec. Bond & Share.. 14% 9-5 
2,00 General Asphalt ...... -50 9-1 
-40 Intl. Nickel of Canada . 8-31 
1,00 Internat. Petroleum.... .25 
1.20 Marine Midland Corp.. .30 
2.60 Ntl. Dairy Products.. .65 
2.00 Ntl. Sugar Ref. Co.... .50 
Stock North American Co...2%% 
3.40 Pub, Serv. Corp. N. J. .85 
3.00 Texas Gulf Sulphur.. .75 
-15 United Corporation ... .18% 
4.00 United Fruit Co....... 1,00 
1.00 Utilities Pwr, & Lt... .25 


Amount Stock et 
Declared Record able 
Q 9-5 10-2 
Q 8-31 9-10 
Q 8-31 10-1 
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Can Necessity Buying Revive 
Business? 
(Continued from page 578) 
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$413,000. Cushman’s Sons earned 
$723,800 this half against $736,100. 

A list of 43 leading chains of all 
kinds, with sales during the first half 
of 1931 of nearly 2 billion dollars, 
shows an average drop in sales of 4 
per cent. This compares with a 10 
per cent increase in January and de- 
creased sales in each of the following 
months: February, 6 per cent; March, 
4 per cent; April, 3 per cent; May, 
§ per cent; June, 3 per cent. By kinds 
of business, the 6 months’ sales figures 
compare with those for the first half 
of 1930 as follows: 


Per cent 
14 variety and department store chains... — 
10 grocery chains ........++ cecetccccccss ae 
4shoe chains .......-..+ee0- stesnedee . —3 
S restaurant chains ..........++ sausnees —3 
G6 apparel chains .....-+...+.. cosesesecs OVER 
Sdrug chains .......-.seccesceccceces - up & 
Sears, Ward and Bellas-Hess, mail- 
order and stores ........+..+ eoceeee 





500 to 550 individual department stores in 
220 to 240 cities (Fed. Reserve)..... 


In all comparisons of sales with pre- 
vious figures, keep in mind that retail 
prices now are 21 per cent below the 
prices which prevailed in the spring of 
1930, and that prices over the first 
six months have averaged 17 per cent 
less than the average for the first half 
of last year. 

The imperative need for a retail 
price index becomes increasingly ap- 
parent as the decline continues. The 
long-established wholesale commodity 
index is indispensable. To date there 
is no extensive retail price index that 
covers the whole range of commodi- 
ties. The Department of Labor main- 
tains a good index of retail food prices, 
obtained from 51 cities. The Fairchild 
Publications, leading trade paper pub- 
lishers in the dry goods and apparel 
fields, since the beginning of 1931 have 
maintained a creditable and valuable 
retail price index covering piece goods, 
domestics, women’s apparel, men’s 
wear, furniture, floor coverings, lug- 
gage and electrical household appli- 
ances. It is based upon monthly re- 
ports from department stores in 15 
cities and leading chains with stores all 
over the country, and the index com- 
prises 105 different items. The com- 
posite figure has dropped 9 per cent 
since the first of this year. 

In August, 1930, I made a retail 
Price investigation for the Secretary of 
Commerce, with the help of 91 of the 
100 leading department stores of the 
country and the 9 largest chain store 
organizations in the general merchan- 
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Enjoy the protection and 
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Save as you ean. 
liberal income offered by 
Guarantee Capital Association. 
servative. State Supervised. 
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“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing to investors 
their booklet ‘‘Odd Lot Trading,’’ which ex- 
plains the many advantages diversification 
offers to large and small investors. (225). 

THE BACHE REVIEW 
A summary of the general financial and 
business situation, published every week by 
J. 8. Bache & Co., 42 Broadway, New York. 
Sent on application. In writing please 
mention the Bache Review. (290). 

“FOR INCOME BUILDERS” 
describes a practical Partial Payment Plan, 
whereby Henry L. Doherty Cities Service 
common stock may be purchased through 
monthly payments. Build a permanent 
independent income through systematic in- 
vesting. (318). 

A COMPLETE FINANCIAL LIBRARY IN 11 VOLUMES 
These eleven Standard Books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752). 

WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783). 

TRADING METHODS 
The handbook on Trading Methods, issued 
by Chisholm & Chapman, contains much 
helpful information for traders. A copy 
will be sent to you upon request together 
with their latest Market letter. (785). 

PARTIAL PAYMENT PLAN 
An old established New York Stock Ex- 
change house invites the purchase of high 
grade listed securities on monthly time 
payments. Descriptive booklet of plan sent 
on request. (812). 

DO YOU SAVE REGULARLY? 

Subscribe to the monthly installment shares 
of the Serial Building Loan & Savings 
Institute, a building and loan association 
operating under strict state supervision. 
Send today for descriptive literature. (835). 

INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 





STEWART-WARNER CORPORATION 
Interest in its future? Copy of the latest 
financial report and list of producta manu- 
factured will be mailed to you upon re- 
quest. (868). 

“SOME FINANCIAL FACTS” 
is the title of a booklet issued by Bell 
Telephone Securities Company, which will 
give you some ineresting information on 
this giant public utility. Send for your 
complimentary copy. (875). 

A SURE INCOME OF 5% T0 7% 
is made possible by the building and loan 
method of operation in Colorado, where 
state supervision is maintained. Booklet 
876 of Colorado’s largest guaranty capital 
association tells why. 

A CONVERTIBLE BOND YIELDING ABOUT 6.15% 
For the investor who seeks safety with un- 
usual profit possibilities, H. M. Byllesby & 
Co, has prepared a circular which explains 
the reasons why this security is recom- 
mended. Complete details will be for- 
warded by mentioning 882 

“A CHAIN OF SERVICE” 
describes and illustrates the history and 
development of the Associated Gas and 
Blectric System. A complimentary copy 
pg be forwarded simply by requesting 


MARGIN REQUIREMENTS 
McClave & Co., members New York Stock 
Exchange, will gladly forward a leaflet ex- 
plaining margin requirements without ob- 
ligation. (891). 

COLUMBIA UNIVERSITY HOME STUDY COURSES 
Whether you invest or advise about invest- 
ments, know well the underlying principles 
of investment. Take a Columbia Home 
Study Course. Full information will he 
gladly furnished. (892). 

MeCLURE, JONES & CO. 
members of the New York Stock. Pxchange, 
in their current bulletin analyze briefly seven 
companies whose half-yearly earnings exceed 
dividend requirements and show increases 
over similar period in 1930. Write today 
for 895. 

“THE STORY OF VITA-FRESH” 

a booklet published by General Foods Cor- 
poration, describes the latest research 
achievement and should be of interest to 
both housewife and business man. Copy 
free upon request. (896). 








dise field. Although the data in some 
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IMPORTANT ISSUES 
Quotations as of August 12, 1931 


1931 
Price Range 


Name and Dividend 


Aluminum Co. of Amer 

Amer. Commonwealth Pr-A 
(Stk, 10%) 

Amer. Cyanamid ‘B’’ 

Amer. Founders 

Amer. & Foreign Pwr. War. 

Amer. Gas Elec. (1) 

Amer. 

Assoc, 

Brazil T. L. & 

Central Stat. 

Cities Service (.30) 

Cities Service Pfd. (6) 

Commonwealth & South. War. 


Durant Motors 

Elec, Bond Share (6% stk.). 

Ford Mot. of Canada A (1.20) 

Ford Motors, Ltd. (.86%)... 

Fox Theatre, A 

Goldman Sachs T 

ae) eae 15% 


respects were incomplete, because re- 
tailers have not kept permanent records 
of the actual prices at which identical 
items were sold at different times, the 
conclusion I reached from all the evi- 
dence, supplemented by a follow-up in 
December, is as follows: 

Retail inventories began to pile up 
in the spring of 1929. 

Producer prices in many lines of 
manufactured commodities began to 
drop in June and July of 1929. (This 
was coincident with the first serious 
drop in the consumption of electrical 
energy.) 

Pronounced sales resistance was first 
felt as eariy as June, 1929, in some 
cities and as late as February, 1930, in 
other parts of the country. 

Prices on luxury goods broke imme- 
diately after the stock market crash, 
but had little effect upon the whole 
range of commodity prices. 

By the end of 1929, a retail price 
index would have shown a drop in the 
composite figure of approximately 3 
per cent from the peak of that year. 

Retail prices slumped about 3 per 
cent more during the spring of 1930, 
the rate varying considerably with dif- 
ferent commodities. (Car loadings 
have dropped steadily since April, 
1930. With that month as par, the 
index of car loadings now is 72.) 

Foods, automobiles, fuels and many 
household commodities dropped pre- 
cipitately in the summer of 1930 but 
did not affect the whole range. Had 
there been a composite index figure of 
all consumer goods, it would have 
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0% 

Mid West Util. (8% stk.)... 

Newmont Co 58% 

Niagara Hudson Power (.40) 

Niagara Hudson Pwr. B war. 

No, Am. L. & Pr. (8% stk.) 78% 

Pennroad Corp. (,40) 

Public Util. Holding Corp. of 
Amer, (x. war.) 

St. Regis Paper (.60) 

Selected Industries—Ctf. (514) 

Standard Oil of Ind. (1).... 

Btandard Oil of Ky. (1.60).. 23% 

Stutz Motor Car 

Trans Lux 

United Founders 

United Lt. & Pow. A (1).... 34% 


. & c. Pwr. (w. w.)... 
Utility Pow. & Lt. (1.02%). 
Vacuum Oil (2) 


dropped no more than 3 per cent be- 
tween April and August, 1930. 

Beginning in August in most cities, 
with a variation of a month either way 
in other places, the big drop in retail 
prices began in all lines. By the end 
of 1930, the index figure would have 
shown that, over the whole range of 
commodities, retail prices at the end of 
the year averaged 15 per cent lower 
than at the beginning of 1930, and 
about 18 per cent below the peak of 
1929 prices. 

I have been asked so often for my 
approximate index figures that I will 
include them here, the first time they 
have been published (see table on page 
578). They are rough in spots, tech- 
nically they could not be supported in 
their entirety by mathematical calcula- 
tions because some evidence is spotty, 
but I believe they present a true pic- 
ture of what happened in retail prices. 
They take into consideration the first- 
hand facts available to me in the fields 
of foods, general merchandise, apparel 
and accessories, automobiles, tires and 
gas, furniture and household appli- 
ances, with acknowledgment to the 
Labor index of foods, the Fairchild 
index since 1931, and more than 100 
retail organizations and trade associa- 
tions. The figures are weighted com- 
posites of as many different lines of 
merchandise as possible, varying some- 
what at different periods because of 
incomplete records, a condition which 
makes the immediate inauguration of 
an official retail price index highly de- 
sirable. 


It seems likely that August yij 
mark the bottom of the decline in rp. 
tail prices, because much of the decline 
has resulted from enforced sales of a¢. 
cumulated goods, by producer, whole 
saler and retailer, and replenishment 
must come largely from new manufac. 
ture. If that opinion is justified by the 
course of prices, then August is the 
logical base for an official retail price 
index. The August column has been 
included above in the belief that it 
will prove to be of permanent value, 

Any confirmed pessimist who takes 
his job to heart can assemble enough 
unhappy data today to satisfy his 
fiercest craving. But it is entirely pos 
sible that the consuming public will not 
interpret the outlook in the same way 
that Wall Street does, and that it will 
go right on buying what it wants. If 
it does, a very few months of consump. 
tion will force the retailer into the 
market to replenish stocks. His orders 
will have to be newly manufactured, 
which may energize the whole machin- 
ery of business in defiance of every 
weighty reason why the thing cannot 
happen that way. 

When the consumer has the impulse 
to buy, the money is available, for sav. 
ings deposits in banks and trust com 
panies now exceed 28 billion dollars, 
the highest total in history. 

No brilliant flash of inspiration, no 
program, no compendium of business 
brains in solemn session, will restore us 
to the crest of the old 1929 wave. The 
wave has flattened out, and we can't 
see very far ahead. The engine is run 
ning on one cylinder, there is no wind 
to help, and there seems to be nothing 
more spectacular ahead than a long, 
slow voyage and the need for expert 
navigating of each business ship as an 
individual problem. The public con 
tinues to buy what it wants to buy, 
when it wants to buy it, from the 
stores which maintain stocks and serv. 
ice satisfactory to the public. In the 
retail business, consistency is the secret 
of profitable operation, and the secret 
of consistency is experienced, forceful, 
calm management. 








With Oil Earnings at 
Minimum, Stronger Units 
Maintain Stability 
(Continued from page 587) 








gies through all the various fields 
of the industry. It is true many divi 
dends have been cut by the leading in 
terests in some instance omi 

rather than draw longer on_ long: 
husbanded reserves which had_ been 
established back in the days of pros 
perity. On the other hand most of the 
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weaker brethren had long ceased mak- 

any distribution to stockholders 
and have been desperately striving to 
ward off business disaster. 

To what extent present prices of 
the oil shares of determinable merit 
may discount the situation is yet to be 
demonstrated, but the time would ap- 

to be opportune for the adjust- 
ment of oil security holdings by elimi- 
nating the weak issues with obscure 
prospects, and retaining or switching to 
the securities of the stronger corpora- 
tions which have kept their houses in 


order. 








Crop Abundance Brings New 
Problems to Agriculture and 
Business 
(Continued from page 5'75) 








several weeks the air will be filled with 
disputations as to the accuracy of the 
Government's figures. 

The whole situation takes on a fan- 
tastic aspect; the entire list of raw ma- 
terials, the new wealth added by 
bountiful crops, going begging for lack 
buyers able and ready and willing to 

uy. 

The columns of the daily press 
carry accounts of the various phases of 
the negotiations between our own 
country and Germany as to wheat and 
cotton. It might seem almost the only 
way out was suggested in the last issue 
of this Magazine. Since apparently 
sales for cash can only be made in hand- 
tomouth volume and in the meantime 
there are storage charges and carrying 
charges to be taken into account, long 
time credits on partial payments seem 
to offer the only practical solution, on 
any kind of a business basis. We cer- 
tainly do not want to follow the ex- 
ample of Brazil and begin to destroy 
our crops with one hand and encourage 
the producer with the other. Never- 


theless, the outstanding immovable, un- 
compromising factor is the imperative 
necessity of getting present surpluses 


into consumption. The longer we 
temporize, the worse the situation be- 
comes. 

It is not by any means merely the 
businesses in the districts where farm- 
ing is the principal source of revenue, 
but all manner of contractual relations, 
also all the world over, that are placed 
in jeopardy by the continuing low and 

ig prices of commodities. The 
maldistribution or disequilibrium is 
simply the evidence of the lack of ad- 
Justment between raw materials as to 
price on the one hand, and wages, 
services, rents, and the price of manu- 
factured goods on the other. It does 
hot matter so much upon what level we 
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go forward, so that we all move upon 
the same level. 








A New Market Move 
in the Making 
(Continued from page 571) 








reversed until the Federal Reserve 
Board sees its way clear to use its final, 
and most effective weapon—the pur- 
chase of Government bonds—to pump 
credit into the market. In the face of 
continued abnormal withdrawals of 
cash for hoarding, the banks are forced 
to remain highly liquid. Although re- 
cent failures are unimportant, a series 
of year-end insolvencies, in the event 
of renewed liquidation, must be 
guarded against. 

The railroad prospect, of vital im- 
portance to the market, does not grow 
brighter and it appcars increasingly 
likely that so far as autumn is con- 
cerned the carriers will have to look 
to a general business improvement 
rather than to the higher rates re- 
quested of the Interstate Commerce 
Commission. No early decision is 
looked for and opposition has increased 
to unquestionably serious proportions. 
Wall Street no longer takes it for 
granted, as it did originally, that the 
greater part of the requested increase 
will be authorized. 

Nevertheless, at a time like this it is 
worth remembering that the turn from 
depression usually comes in an at- 
mosphere of utter hopelessness and that 
the all-important initial gains are neces- 
sarily so small as to be of uncertain sig- 
nificance. With the exception of 
agricultural products, commodity prices 
have shown tentative resistance to 
further decline since early June. Im- 
provement in various consumption 
lines is maintained. A surprisingly 
large number of corporations have ap- 
parently turned their individual corners 
and in one way or another are improv- 
ing profit margins. A _ surprisingly 
large number of stocks, particularly in 
the merchandising group, have broken 
away from the main market trend and 
are now much nearer the top quota- 
tions of the year than the bottom. 

More important, perhaps, European 
skies, if not clear, are certainly less 
black. In Germany, outstanding po- 
litical and economic sore spot, extreme 
nationalism and extreme radicalism 
have had a joint rebuke. German 
money is slowly flowing back into the 
banks. Credit stringency is gradually 
relaxing. Confidence, both internal 
and -external, is gradually increasing. 
Developments there no longer appear 
an impossible obstacle to constructive 


progress here. 
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Dividends and Interest 











MOTOR WHEEL 
CORPORATION 
47th Consecutive Dividend 


Lansing, Michigan 

August roth, 1931. 
The Board of Directors today 
declared a quarterly dividend of 
twenty-five cents (25c) per share 
on the common stock payable 
September 10, 1931 to stock- 
holders uf record August20, 1931. 


C. C. Carlton, 
Secretary. 
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UNDERWOOD ELLIOTT FISHER 
COMPANY 
A dividend of $1.75 a share on the Pre- 
ferred stock and a dividend of $1.00 a share 
on the Common stock of Underwood Dlliott 
Fisher Company will be payable September 
80, 1931, to stockholders of record at the 
close of business September 12, 1931. 
Transfer books will not be closed. 
Cc. S. DUNCAN, Treasurer. 








To the President of a 
Dividend-Paying Corporation :— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 
You will reach the greatest number of 
potential Stockholders of record at the 
timre when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 

By keeping them informed of your 
dividend action, you create the maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street 
on the list of publications carrying your 
next dividend notice! 
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IMPORTANT ISSUES 
Quotations as of Recent Date 


Bid 


Alpha Port. Cement Pfd. (7).... 
American Book Co. (7) 

Cigar Pfd, 
Amer. Dist. Teleg. 


. (3 
Babcock & Wilcox (7) 90 
Bliss (E. W.) Co., Ist Pfd. (4).. 56 
Cl. B Pfd. (.60) 9 
Bohack (H. C.) Co. Ist Pfd. (7) 9 
Bon Ami, B (8) 30 
Colt Fire Arms (1%) 
Carnation Co. 
Pfd 


Do . (7) 102% 
Cleveland El. Illum. Pfd. (6).... 
Congoleum Co. Pfd. (7) 100 
Clinchfield Coal 
Do Pfd. 
Crowell Publishing (3) 
Do Pfd. (7) 
Detroit & Canada Tunnel 
Dixon (Jos.) Crucible (8) 
Dry Ice Holding 
Fajardo Sugar 
Franklin Rwy. Sup. ( 


Gt. Atl. & Pac. Te 
Herring-Hall Saf 








Lehman Corp. 
(Continued from page 601) 








period September 24, 1929, to June 
30, 1930, they amounted to slightly 
more than $400,000. For a full year 
then these expenses may be expected 
to equal about 60 cents a share of the 
company’s stock or about .8% of the 
net book value of $74 a share. Sup- 
pose that the trust were capable of 
earning from interest and dividends 
only, 6% on the asset value of $74. 
While this has not yet been done, it 
does not appear to be an unreasonable 
expectation for the future. In fact, it 
ought to be the minimum rather that 
the maximum over a period of time 
and with the return of our security 
markets to normalcy. Six per cent on 
$74 is about $4.40 which, after the 
deduction of expenses of 60 cents, 
gives a net return of $3.80, or a rate 
better than 62% on the cost of $57 
a share. Assuming then that they con- 
tinue at about the present rate, the 
corporation’s own expenses are not a 
serious deterrent to the purchase of the 
stock. 

There is yet another favorable fac- 
tor to be taken into consideration by 
the prospective purchaser of common 
stock in the Lehman Corp. The com- 
pany is purchasing its own stock in 
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the open market, attracted, no doubt, 
by the same things which make it at- 
tractive to the individual. As of June 
30, 1931, 126,600 shares had been 
bought up and retired. The average 
cost of these shares was stated to have 
been $65.15. Therefore, if these 
shares had not been bought and the 
money retained, the corporation's as- 
sets would have been larger by some 
$8,250,000. On the other hand, there 
would have been 1,000,000 shares out- 
standing instead of 873,400 as is the 
case at present. This would have 
made the net asset value as of June 30, 
1931, about $1 a share less that the 
$74 actually reported, so that it is 
distinctly advantageous, as long as the 
present inequitable situation lasts, to 
have the company buy its own stock. 
It is understood that the policy is to 
be continued, but without haste and 
only should a particularly favorable 
opportunity occur. An additional 17,- 
000 shares is thought to have been ob- 
tained by the company since the date 
of the last report and this is likely to 
be retired at the next meeting. 


Sound Policies 


In regard to the present investment 
policies of the Lehman Corp., several 
conclusions may justifiably be drawn. 
The management evidently proposes to 
assure itself of a sufficiently large, 
steady income from interest and divi- 
dends to pay all expenses in addition 


to the regular $3 disbursement on it 
own common stock. This would a 
pear to be sound, for it gives the stock. 
holder some assurance that his income 
will not be reduced. The trust has 
shown a marked tendency in recent 
times to transfer its holdings from the 
“heavy” to the “light” industries 
Among the new holdings shown in the 
latest report were a number of chain 
stores, including American Stores 
Drug, Inc., Kroger, Woolworth and 
W. T. Grant. Holdings in tobacco 
companies also increased materially, 
On the other hand, investments in the 
mining, oil and manufacturing indus 
tries decreased. This too would appear 
to be sound, for there is every reason 
to believe that these industries where 
overproduction and cut-throat competi: 
tion hold undisputed possession of the 
field will be the last to recover from 
the effects of depression. 

While the common stock of Lehman 
Corp. has been discussed in the present 
article on a.cost basis of $57 a share, 
for the reason that a direct relationship 
could be found between this price and 
its liquidating value of $74, it is actually 
quoted at the present time around $53 
a share and, although the break-up 
value has probably been reduced some: 
what to conform to the later level, the 
yield has improved to well over 5%. 
Like all companies in this field, Leh 
man Corp. has made mistakes and has 
suffered in consequence—more than 
many, but a great deal less than some. 
Even so, there would seem no reason 
to discount the future as pessimistically 
as is actually being done at the present 
time, for after all there is something to 
be said for holding a cross section of 
American industry even under present 
conditions, particularly when it can be 
obtained at such a discount under the 
by no means over-optimistic prevailing 
market quotations. 








Principle of Plan to Bring 
Early Recovery Endorsed 
(Continued from page 569) 








countries today arise from increased 
taxes and insufferable financial burdens 
which these unproductive loans brought 
about? Suppose, for example, we had 
utilized the credit we so largely ex 
tended in our foreign financing for the 
development of foreign markets. We 
would then, in serving millions of peo 
ple in need of life’s essentials, hav 
financed and developed new trade out 
lets for our goods. Now, with cer 
tainly no greater risk than curren! 
prices have shown these loans to 
we have an opportunity to help our 
selves and the world by financing ad 
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ditional consumption;—in fact, we not 
only have the opportunity but the 
necessity to do it. 

From a commercial standpoint, it is 
always sound business practice to in- 
troduce our goods to new markets. The 
present plan would enable our agricul- 
turists to organize their production and 
distribution on a business basis. In 
effect—we would not only be relieving 
present conditions but developing 
permanent future markets by a method 
similar to what the Kellogg Company 
did, at great initial expense, in intro- 
ducing their various products; and 
what the Standard Oil Company did 
in supplying free lamps to the Chinese; 
what the Gillette Company did in 
giving away razors in order to sell 
blades; and what the Germans are to- 
day doing in dropping bags 6f fertilizer 
from airplanes in the path of the 
plows. 

The cotton people can adopt the 
styling of our textile manufacturers— 
and the wheat growers can send dieti- 
tians into foreign lands to teach people 
breadmaking and other methods of pre- 
paring wheat into palatable dishes. 
Certainly, it would not be as expensive 
as the tremendous advertising and pro- 
motional campaigns employed by our 
manufacturers in merchandising their 
products. 

From the many comments and views 
received, it is apparent that the ques- 
tion of financing is the subject of 
greatest discussion. ‘There is a ques- 
tioning of the installment plan, which 
may be justified if we consider only 
the use (and perhaps abuse) to which 
it has been put in this country. 
But in the application abroad, it must 
be remembered that we are not deal- 
ing with luxury products or even high 
unit cost products, but with those basic 
commodities which are the essentials of 
life. Admittedly, it is unique.to em- 
ploy installment credit in world trade 
but does not the present distressing and 
persisting decline in such basic staples 
as wheat and cotton to some of the 
lowest levels in recent history, justify 
an abandonment of orthodox pro- 
cedure? 

As the editorial, “Of What Use Are 
Brains?” pointed out in the last issue, 
we face the necessity for drastic revi- 
sion of our credit machinery to avoid 
an extension of this terrific depression. 
An excerpt follows: 

“The United States possesses about 
five billion dollars of gold—the basis 
of monetary credit—and yet it is starv- 
ing for money, that is to say, credit. 

“France holds about 2.3 billion dol- 
lars of gold and is threatened with dis- 
astrous inflation because it has oceans 
of money and nothing it can do with 
it at home and nothing that it will do 
with it abroad. 

“Across the channel the Bank of 
England is fighting with its back against 
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Federal Light & Traction Co. 


Preferred and Common Stock Dividends 
52 William Street, New York, N. Y., 
August 5, 1931. 

The Board of Directors has declared the regular 
quarterly dividend of One Dollar and Fifty Cents 
($1.50) per share on the Preferred Stock of 
FEDERAL LIGHT & TRACTION COMPANY, pay- 
able on September 1, 1931, to the stockholders of 
record as of the close of business August 15, 
1931, 

The Board of Directors has also declared the 
Thirty-Fifth quarterly dividend on the Common 
Stock of the company at the rate of Thirty-Seven 
and One-Half Cents (3744c) per share in Cash 
and One Per Cent in Common Stock. This divi- 
dend is payable on October 1, 1931, to the common 
stockholders of record as of the close of business 
September 14, 1931. 

The Transfer Books will not be closed. 

H. G. TOWNSEND, Assistant Treasurer. 





























GEORGE A. FULLER COMPANY 


MADISON AVENUE & 57th STREET 
NEW YORK CITY 


At a meeting held today, the directors of this 
company declared the regular quarterly dividend 
of one dollar and fifty ceuts ($1.50) on each share 
of its Cumulative and Participating Prior Pre- 
ferred Stock, issued and outstanding, payable on 
October 1st, 1931, to stockholders of record at 
the close of business on September 10th, 1931, 
and the regular quarterly dividend of one dollar 
and fifty cents ($1.50) on each share of its Cumu- 
lative and Participating Second Preference Stock, 
issued and outstanding, payable on October Ist, 
1931, to stockholders of record at the close of 
business on September 10th, 1931. 

Dated, New York, August 6th, 1931. 

B. M, FELLOWS, Treasurer. 





Canadian Pacific Railway Company 


DIVIDEND NOTICE 


At a meeting of the Board of Directors held to- 
day, the following dividends were declared. 
On the Preference Stock, two per cent, for the 
half year ended June 30, 1931. 
On the Ordinary Capital Stock, one and one-quar- 
ter per cent, for the quarter ended June 30, 1931, 
from railway revenues and Special income. 
Both dividends are payable October 1, 1931, to 
Stockholders of record at three p. m. on Septem- 
ber 1, 1931. 

By order of the Board. 

ERNEST ALEXANDER, 
Secretary. 

Montreal, August 10, 1931. 





San Francisco, California, 
August 4th, 1931. 


At a meeting of the Board of Directors of 
Standard Oil Company of California held today 
dividend No. 22 of 62% cents per share was de- 
clared on the outstanding stock of this corporation 
payable on September 15th, 1931, to all stock- 
holders of record as shown by the transfer books 
of the corporation in San Francisco and New York 
at the close of business on August 15th, 1931. 


STANDARD OIL COMPANY OF 
CALIFORNIA 





TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a distribu- 
tion of 75 cents per share on the Company’s 
2,540,000 shares of capital stock without nominal 
or pat value, — on September 15, 1931, to 
stockholders of record at the close of business 
on September 1, 1931. 

Stockholders will be advised later as to what 
portion of said distribution is from Free Surplus 
and what from Reserve for Depletion. 


H. F. J. KNOBLOCH, Treasurer. 








IMPERIAL OIL, LIMITED 


Dividend 


Notice to Shareholders and the 
Holders of Share Warrants 


Notice is hereby given that a dividend of 
twelve and one-half cents (12%4c) per share, 
in Canadian funds, has been declared by the 
Directors of the Company and that the same 
will be payable in respect of shares specified 
in any share warrant of the Company of 
the 1929 issue within three days after the 
Coupon Serial Number THIRTY (30) of 
such share warrant has been presented and 
delivered to ANY BRANCH OF: 


THE ROYAL BANK OF CANADA 


such presentation and delivery to be made 
on or after the 1st day of September, 1931. 


Payment to Shareholders of record at the 
close of business on the 15th day of August, 
1931, (and whose shares are represented by 
share certificates of the 1929 issue) will be 
oe on or after the 1st day of September, 


The books of the Company for the trans- 
fer of shares will be closed from the close 
of business on the 15th day of August, 1931 
to the close of business on the 3lst day of 
August, 1931. 

BY ORDER OF THE BOARD 
F, E. HOLBROOK, 
Secretary. 
56 Church Street, Toronto, Ontario. 
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North American 
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QUARTERLY DIVIDENDS 


No. 110 on Common Stock of 24% 
in Common Stock (at the rate of 1 /40th 
of one share for each share held); and 


No. 41 on Preferred Stock of 14% 
in cash (at the rate of 75 cents per share) 


Will be paid on October 1, 1931 to 
respective stockholders of record at the 
close of business on September 5, 1931. 


Robert Sealy, Treasurer 





























August 10th, 1931 

The Board of Directors hasdeclared a quarterly 

dividend of 1% % on the Preferred Stock of this 

Company,payable onthe 15thday of September, 

1931, to stockholders of record at the close of 
business 0” the 9th day of August, 1931. 

Checks will be mailed. 

DAVID BERNSTEIN, 

Vice-President & Treasurer. 








CENTRAL ARKANSAS PUBLIC 
SERVICE CORPORATION 
Preferred Stock Dividend No. 74 
52 William Street, New York, N. Y., 
August 5, 1931. 
The Board of Directors has this day deciared 
the Seventy-fourth Consecutive Dividend of One 
and Three-Quarters Per Cent (1%%) on the Pre- 
ferred Stock of the Central Arkansas Public 
Service Corporation, payable on September Ist, 
1931, to the stockholders of record as of the close 
of business August 15, 1931. 
The Transfer Books will uot be closed. 
H. G. TOWNSEND, Treasurer. 
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the wall to stop the drain of gold to 
France, which has mounted to a flood 


Preferred Stock (Gui d e = Ms 80 million dollars within a 


“Across the Rhine the Reichsbank is 


NOTE: The following preferred stocks are listed solely in accord- writhing in agony to hold gold and 
keep German commercial credit from 


ance with the current yield on each. The sequence of Guide, therefore, Ae 
ages 3 vanishing. 

does not indicate a preference for one issue over any of the others. “Plenty of gold does the United 

Readers should observe a proper diversification of commitments in mak- States no good, injures France. Too 

ing their selections from this list. little gold wrecks Germany and makes 

the British lion groan. 

Railroads “Yet the ‘gpa store of gold is 

greater, vastly greater, in proportion 
a a a ee OO SS to the world volume of business than 

Norfolk & Western 188.73 182.20 188.50 91 it has been for decades. If it were a 

Wales Bostic S as 38 = > . simple commodity, without the halo of 


Atchison, Top, & 8. Fe 40.21 49.18 5 105 2 
Baltimore & Ohio 4 48.87 67 . the monetary standard it would be 


WN. ¥., New Haven & Hari... 7 (0) 9840447 ' 108 disenes thie elbver. 

“In thesface of this situation we find 
; ne business stolid or paralyzed throughout 
Public Utilities the world, although want and necessity 
press for satisfaction everywhere, and 
yet the means of production, communi: 
cation and transport have never before 
been even remotely approached. 

“The simple reason for this situation 
is that while we have a surfeit of gold 
we have a scarcity of money in use, 
despite falling prices. The banks have 
plenty of money and little business in 
money. There is an abundance of 
basic money and virtually no credit 
money. 

“We have the means of providing 
the necessary credit but we do not use 


. em. 
Industrials “Instinct would probably meet such a 
151.75 situation in a community of ants. The 

) : 718.54 reason of men is helpless before it.” 
a — There is apparently a growing 
Amer. Smelting & Refining... realization of the need for decisive, 
= far-reaching and constructive measures. 
There is the conviction that in our plan 
lies the opportunity to salvage our busi- 
ness at home from more prolonged de- 
pression, improve conditions among 
nations and people in dire need abroad, 
to lay the foundation for a valuable 
future of foreign trade and all at no 
Crown Cork & Seal........... 2.70 (0) more than the cost of a good specula’ 

C—Cumulative. N—Non-cumulative. § Earned on all pfd. stocks. + Guaranteed tive business risk. h 
unconditionally by Bush Terminal Co. + Regular rate, $4. (a) After Feb. 1, 1934. Can we fail to respond to such a 
challenge, shall we sit like the pro 
verbial dog in the manger surrounded 
by huge excesses which we cannot con: 
sume while a good part of the world 
MARKET STATISTICS is in desperate need of the essentials 
of life? Can we — such an He 
tude through fear of business risk at 

“yo Bonds 90 Indus, 20 Baile Low Sales a time like this? 

oo = : 878,880 Let us but properly evaluate the 


ae pe : 744,595 great benefits political, social and com 


134.10 72.16 e ' 814,860 ‘ : 
138.77 71.58 . ° 911.764 | mercial—and our course is clear. 
135.18 71.25 . ; 736,040 
184,94 70.29 . 121,41 295,280 
184,26 68.78 5 119.65 707,446 
140.16 20.77 . 120.48 1,608,180 

187.68 70.05 . 128,01 1,258,880 For Features to Appear 
140.22 70.11 : 122.88 1,881,880 in the Next Issue 
144.15 70.82 : 125.55 1,829,540 Ss : 

145.80 71.67 127.50 901,530 Page 561 
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A Complete Financial Library 


in Il Volumes 


B hages standard books published by THE MAGAZINE OF WALL STREET cover 
every phase of modern security trading and investing. Written in a concise, 

easily understandable, manner they give you the result of years of research 
and successful market operation—the foremost tried and proven methods and the 


Library of Trading and Investment 
Fundamentals 


Fourteen Methods of Operating in the 
Stock Market 

Presents in detail the actual methods used by some of the 

most successful forecasters of market conditions showing 

the factors that, in their opinion, cause a rise or decline in 

security values. 

(No. 2) You and Your Broker 

Discusses every phase of the relationship between your 

broker and yourself. Describes what you should watch in 

entering an order, in checking statements and in attending 

to routine matters on your account. 

(No. 3) When to Sell to Assure Profits 

Goes into detail concerning the fundamental factors that 

affect security values. Covers explicitly the important prin- 

ciple neglected by many investors (who too often are only 

good buyers) “When to Sell to Assure Profits.” 

(No. 4) Studies in Stock Speculation 

Contains the ten Cardinal Trading Principles that you must 

employ if you are to make consistent profits in your market 

operations. Provides you with a complete knowledge of 

stock market technique. 

(No. 5) The Proper Time to Buy Low-Priced 

Securities for Big Profits 

Especially adaptable to current market conditions. Tells 

how to detect buying points in short swings and in individual 

stocks, when and what to buy for quick profits, buying 

securities for speculation, etc. 


Famous Set by John Durand 


The New Technique of Uncovering 
Security Bargains 

Describes specifically the different methods necessary for 

selecting profitable investments in leading industries devot- 


(No. 1) 


(No. 6) 








| iedividaal Price of 
Each Book .... $2.25 


When Sets of 2 or 
More Books Are 
Ordered. Each. . 


$1.50 











THE MAGAZINE OF WALL STREET, 
42 Broadway, New York, N. Y. 


P! EASE send me your Complete Library of 11 Standard 
looks on Security Trading and Investing. 


Oj $15 Enclosed. [ C. O. D. $15. 





important fundamental principles which you can apply to your individual needs. 


August 22, 1931 


[] Please mail me, without obligation, your descriptive book circular. 





ing space to each industry. Goes fully into sound funda- 
mental factors upon which real intrinsic value is founded. 


(No. 7) How to Secure Continuous Security Profits 
in Modern Markets 

Will be especially appreciated by every businessman, investor 

and trader—for it contains the principles upon which the 

experts of The Magazine of Wall Street base their judg- 

ment in the selection of securities. 


The Businessman-Investor’s Library 


(No. 8) Financial Independence at Fifty 
Outlines successful plans for investment and_semi-invest- 
ment through which you may become financially independ- 
ent. Shows how to budget your income; to save; the kind 
of insurance most profitable, etc. 


(No. 9) Necessary Business Economics for Successful 
Investment 

Sets forth the significance of supply and demand, the effect 

of good and bad crops, the ebb and flow of credit and similar 

factors which should help you to recognize and take advan- 

tage of the trend. 


(No. 10) Cardinal Investment Principles upon which 
Profits Depend 


Tells how to put your financial house in order—how to 
make your plan and carry it out after it is made. Bridges 
many danger spots which otherwise could be avoided only 
through costly experience. 


(No. 11) The Investor’s Dictionary 
487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all the ordinary documents used in buying and 
selling stocks and bonds. 
The entire 11 books are uniform in size and style, pro- 
fusely illustrated with charts, graphs and tables, replete | 
with practical examples and suggestions. They are all 
richly bound in dark blue flexible fabrikoid, lettered in | 
gold, and will make a handsome addition to any library. | 





Special Offer 


Complete Library of 
Entire 11 Books. $15 








All orders outside of the Continental U. S. A. 

must be accompanied by full remittance. 
LEASE send me books as listed above: Nos. 1-2-3-4-5-6- 
7-8-9-10-11. (Simply check books desired, remitting $2.25 
if only one is ordered, or $1.50 each if sets of two or more 


books are ordered.) 
Bal ates 6s Enclosed. [ C. O. D. $...... 
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